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title 5—ADMINISTRATIVE 
PERSONNEL 

Chapter I—Civil Service Commission 

Part 6—Exceptions From the 
Competitive Service 

Part 24— Formal Education Require¬ 
ments for Appointment to Certain 
Scientific, Technical, and Profes¬ 
sional Positions 

miscellaneous amendments 

1. Effective upon publication in the 
Federal Register, the positions listed be¬ 
low are excepted from the competitive 
service under Schedule C. 

$ 6.312 Department of Commerce . 

ID# 

(e) Business Services Administration. 
(1) Director, Office of Field Service. 

(2) One Special Assistant to the Di¬ 
rector, Office of Field Service. 

§ 6.314 Executive Office of the Presi - 
dent— (a) Bureau of the Budget. • • • 
(2) Two Assistant Directors. 

(R. S. 1753, sec. 2, 22 Stat. 403: 5 U. S. C. 631. 
633. E. O. 10440, March 31. 1953, 18 F. R. 
1823). 

2. In § 24.15 the headnote is changed 
from ‘ Range Conservationist” to “Range 
Management Assistant, GS-454-5” and 
the reference to Range Conservationists 
in paragraph (b) is amended to read 
“Range Management Assistants.” 

(Sec. U # 58 Stat. 390; 5 U. S. C. 800) 

United States Civil Serv¬ 
ice Commission, 

[seal] Wm. C. Hull. 

Executive Assistant. 

|F. R. Doc. 63-7142; Filed, Aug. 12, 1953; 
8:55 a. m.) 

TITLE 6—AGRICULTURAL CREDIT 

Chapter I—Farm Credit Administra¬ 
tion, Department of Agriculture 

Subchapter B—Federal Farm Loon System 

Part 10—Federal Land Banks Generally 

Part 11 —National Farm Loan 
Associations 

Part 19— Fees and Charges on Loans 
revision of parts 

Inasmuch as, effective July 1, 1953, the 
Policy Manual for Federal Land Banks, 


the Operations Manual for Federal Land 
Banks and the Manual for National 
Farm Loan Associations, which were the 
source of Parts 10, 11, and 19 of Title 6 
of the Code of Federal Regulations, were 
revised and combined as two new man¬ 
uals under the titles “Federal Land Bank 
Manual” and “National Farm Loan Asso- 
tion Manual”, such Parts 10,11, and 19 of 
Title 6 of the Code of Federal Regula¬ 
tions are hereby revised in conformity 
with such new manuals to read as 
follows: 

Part 10— Federal Land Banks Generally 

ELIGIBILITY OF APPLICANTS 

Sec. 

10.1 General determination. 

10.2 Executors and administrators (in¬ 

cluding temporary administra¬ 
tors). 

10.3 Heirs (including a sole heir taking 

without administration), devisees, 
and grantees of a deceased owner 
of farm land. 

10.4 Trustees (whether appointed by will 

or deed), and other fiduciaries. 

10.5 Guardians. 

10.6 Persons not legally competent (In¬ 

cluding infants, insane persons 
and incompetents) when not rep¬ 
resented by a guardian. 

10.7 Landlords. 

10.8 Owners of future Interests. 

10.9 Tenants for years. 

10.10 Life tenants. 

10.11 Owners of undivided Interests (in¬ 

cluding partners). 

10.12 Husband and wife. 

10.13 Allens. 

10.14 Individuals taking title from a 

corporation (bona fide ownership 
required). 

10.15 Corporations. 

10.16 Livestock corporations. 

GENERAL PROVISIONS 

10.19 Definitions. 

10.25 Security standards. 

10.26 Normal agricultural value. 

10.27 Basis of loan and appraisal. 

10.49 Computing amount loanable to one 
borrower. 

10.54 Interest rates on loans made through 

associations. 

10.55 Special interest rates. 

INSURANCE REQUIREMENTS AND USE OF LOSS 
PROCEEDS 

10.56 Amount of Insurance. 

10.57 Reduction of insurance under cer¬ 

tain circumstances. 

10.58 Acceptable Insurers. 

10.59 Losses to be made payable to mort¬ 

gagee; exception. 

(Continued on p. 4773) 
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CFR SUPPLEMENTS 

(For use during 1953) 

The following Supplement if now 
available: 

Title 14: Parts 1-399 (Revised 
Book) ($6.00) 

Previously announced: Title 3 ($1.75); 
Title* 4-5 ($0.55); Title 6 ($1.50); Title 7: 
Parts 1-209 ($1.75), Parts 210-899 
($2.25), Part 900-end (Revised Book) 
($6.00); Title 8 (Revised Book) ($1.75); 
Title 9 ($0.40); Titles 10-13 ($0.40); 
Title 14: Part 400—end (Revised Book) 
($3.75); Title 15 ($0.75); Title 16 ($0.65); 
Title 17 ($0.35); Title 18 ($0.35); Title 
19 ($0.45); Title 20 ($0.60); Title 21 
($1.25); Titles 22-23 ($0.65); Title 24 
($0.65); Title 25 ($0.40); Title 26: Parts 
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Parts 183-299 ($1.75); Title 26: Part 
300—end, Title 27 ($0.60); Titles 28-29 
($1.00); Titles 30-31 ($0.65); Title 32: 
Parts 1-699 ($0.75), Part 700-end 
($0.75); Title 33 ($0.70); Titles 35-37 
($0.55); Title 38 ($1.50); Title 39 ($1.00); 
Titles 40-42 ($0.45); Title 43 ($1.50); 
Titles 44-45 ($0.60); Title 46: Parts 
1-145 (Revised Book) ($5.00), Part 146- 
end ($2.00); Titles 47-48 ($2.00); Title 
49: Parts 1-70 ($0.50), Ports 71-90 
($0.45), Parts 91-164 ($0.40), Part 165- 
end ($0.55); Title 50 ($0.45) 

Order from 

Superintendent of Documents, Government 
Printing Office, Washington 25, D. C. 
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Title 6—Continued pa & e 

Chapter IV: 

Part 601 <3 documents)_ 4787 

Title 7 

Chapter IX: 

Part 985_ 4787 

Title 15 
Chapter III: 

Part 368- 4793 

Part 371--- 4794 

Part 373_ 4793 

Part 382- 4793 

Part 399 (2 documents)_ 4794,4795 

Title 32 
Chapter VII: 

Part 1006. 4796 

Title 32A 

Chapter XXIII (DMPA): 

MO 7__— 4795 

Title 43 

Chapter I: 

Appendix (Public land orders): 

910 _ 4836 

911 _ 4837 

Title 47 

Chapter I: 

Part 2_ 4837 

Part 9 (proposed)_ 4838 


Sec. 

10.60 Subsequent owner deemed '‘mort¬ 

gagor" under certain circum¬ 
stances. 

10.61 Mortgagor's option to use loss pro¬ 

ceeds for reconstruction. 

10.62 Circumstances under which mort¬ 

gagor’s option to use loss proceeds 
does not obtain. 

10.63 Manner in which mortgagor's option 

to use loss proceeds shall be ex¬ 
ercised. 

10.64 Loss proceeds not to be dispersed 

in absence of evidence that prior 
liens will not attach. 

10.65 Reconstruction of improvements in 

different form. 

10.66 Evidence that mortgagor can supply 

additional funds; meaning of term 
"reconstruction”. 

10.67 Application of loss proceeds to mort¬ 

gage debt. 

10.68 Conditional release of loss proceeds. 

10.69 Nonapplicability of regulations. 

10.70 Applicability of regulations to loans, 

mortgages and contracts purchased 
from FFMC. 

PURCHASES OP FFMC MORTGAGES 

10.87 Reduction of interest rate. 

10.89 Maximum and minimum loanable 
amounts. 

10.92 Acquiring stock in addition to any 

available stock which borrower 
owns; retirement of stock owned 
by borrower. 

10.93 Farm Credit Administration ap¬ 

proval of retirement of association 
or related bank stock. 

10.94 Classes of borrowers; borrowers' dis¬ 

position of stock or purchase of 
additional stock; election to mem¬ 
bership and purchase of stock by 
borrowers not members of an as¬ 
sociation. 

10.95 Personal UabUlty of borrower. 

10.96 Restrictions on eligibility of bor¬ 

rowers for association member¬ 
ship. 


Sec. 

10.97 Payment in cash by borrower where 

amount of stock required is not 
substantial; additional loan to 
borrower to provide for payment 
of stock to be purchased; release 
by bank of future payment funds 
in amounts sufficient to cover the 
purchase of required stock; pro¬ 
cedure for purchase of stock by 
borrower. 

10.98 Issuance of new stock sufficient to 

cover existing loan; retirement of 
existing stock. 

SPECIAL PAYMENTS 

10.111 Special payments. 

FUTURE PAYMENT FUNDS 

10.116 Future payment funds as authorized 

by 12 U. S. C. 781. Eighteenth. 

10.117 Authority to limit funds. 

10.118 Indebtedness current before funds 

are accepted. 

10.119 Evidence of acceptance of funds. 

10.120 Joint indebtedness to a bank and the 

Corporation. 

10.121 Unrelated loans. 

10.122 Interest allowance. 

10.123 Interest liability. 

10.124 Application of funds not involving 

transfers between the bank and 
the Corporation. 

10.125 Application of funds on unrelated 

loans. 

10.126 Funds held by Corporation. 

10.127 Transfer of funds from bank to Cor¬ 

poration; same security. 

10.128 Transfer of funds from bank to Cor¬ 

poration; different security. 

10.129 Transfer of funds from bank to Cor¬ 

poration; interest adjustment. 

10.130 Transfer of funds from Corporation 

to bank. 

10.131 Disposition of unapplied funds. 

SUBROGATION 

10.134 Subrogation of insurer following 
payment of loss. 

RETIREMENT OF STOCK 

10.149 General policy. 

10.150 Partial retirement of stock. 

10.151 Retirement of stock to complete pay¬ 

ment of loon with future payment 
funds. 

MINERAL RIGHTS 

10.218 Holding for more than 5 years. 

BONDS 

10.293 Method of calling consolidated Fed¬ 

eral farm loan bonds. 

10.294 Call for less than entire issue of con¬ 

solidated Federal farm loan bonds. 

10.295 Payment of lost or stolen bonds and 

coupons issued by a bank indi¬ 
vidually. 

10.296 Owner of lost bond to file bond of 

Indemnity. 

Authority: §5 10.1 to 10.290 issued under 
sec. 6. 47 Stat. 14, sec. 33. 48 Stat. 49; 12 
U. S. C. 665, 1017. Statutory provisions 
interpreted or applied are cited to text. 

Note: §§ 10.1 to 10.296 are from Federal 
Land Bank Manual and corresponding sec¬ 
tion numbers in manual are included os part 
of code section number following decimal. 

Where the word "bank" appears alone, it 
refers to a Federal land bank, all other banks 
being properly identified by name; the word 
"Corporation" refers to the Federal Farm 
Mortgage Corporation; the word "associa¬ 
tion" refers to a national farm loan associa¬ 
tion; and the word "Administration" refers 
to the Washington office of the Farm Credit 
Administration. 

ELIGIBILITY OF APPLICANTS 

8 10.1 General determination. A per¬ 
son will be deemed to be “engaged in 


farming operations'* within the meaning 
of the first sentence of section 12 (Sixth) 
of the Federal Farm Loan Act (12 U. S. C. 
771 (6)), if, in the capacity of owner, 
lessee, or tenant of a farm, he actively 
participates personally or through an 
agent to a substantial degree in the man¬ 
agement and conduct of the farming 
operations on any farm land. 

§ 10.2 Executors and administrators 
(including temporary administrators). 
Loans may be made to executors and ad¬ 
ministrators (including temporary ad¬ 
ministrators) when (a) either some 
individual beneficiary of the decedent’s 
estate, or the executor, administrator, or 
any coexecutor or coadministrator of the 
estate, independently of his representa¬ 
tive capacity, is (1) eligible as a bor¬ 
rower, and (2) owns, or is about to 
become the owner of, an interest in the 
property on which the loan is sought, 
and (3) can and will incur personal 
liability for the loan and assume the ob¬ 
ligations of national farm loan associa¬ 
tion membership; and (b) a valid lien 
can and will be given on the property 
on which the loan is sought. As used 
in this section, the term "eligible as a 
borrower” means a person who is en¬ 
gaged in farming operations, or who is 
shortly to become engaged in farming 
operations, or who derives the principal 
part of his income from f aiming 
operations. 

§10.3 Heirs (including a sole heir tofc- 
ing without administration), devisees , 
and grantees of a deceased owner of 
farm land. Loans may be made to heirs 
(including a sole heir taking without ad¬ 
ministration), devisees, and grantees of 
a deceased owner of farm land under the 
same conditions as will permit a loan’s 
being made to any other owner of farm 
land. 

§ 10.4 Trustees (whether appointed 
by will or deed ), and other fiduciaries. 
Loans may be made to trustees (whether 
appointed by will or deed) when (a) the 
trustee in his fiduciary capacity is en¬ 
gaged, or shortly to become engaged, in 
farming operations, or the beneficiaries 
of the trust are engaged in farming 
operations or derive the principal part 
of their income from farming operations; 
and (b) a valid lien can and will be given 
on the property on which the loan is 
sought; and (c) the trustee, or any co¬ 
trustee, or some individual beneficiary of 
the trust can and will incur personal 
liability for the loan, and assume the 
obligations of national farm loan asso¬ 
ciation membership. 

§ 10.5 Guardians. Loans may be 
made to guardians when (a) the 
guardian in his fiduciary capacity is 
engaged, or shortly to become engaged, 
in farming operations, or the wards are 
engaged in farming operations or derive 
the principal part of their income from 
farming operations; and (b) a valid lien 
can and will be given on the property on 
which the loan is sought; and (c) the 
guardian, or any coguardian, independ¬ 
ently of his fiduciary capacity owns an 
interest in the property, and can and 
will incur personal liability for the loan 
and assume the obligations of national 
farm loan association membership. 
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§ 10.6 Persons not legally competent 
(including infants , imane persons, and 
incompetents ) when not represented by 
a guardian. Loans may not be made to 
persons not legally competent (including 
infants, insane persons, and incompe¬ 
tents) when not represented by a guard¬ 
ian; and property in which such a per¬ 
son, not represented by a guardian, owns 
an interest is ineligible as security for 
a loan. 

§ 10.7 Landlords. Loans may be 
made to landlords when (a) the landlord 
has the right to and does exercise sub¬ 
stantial control over the management of 
the farm on which the loan is sought; or 

(b) he is engaged, or shortly to become 
engaged, in farming operations, inde¬ 
pendently of his capacity as landlord of 
the farm on which the loan is sought; or 

(c) the principal part of his income is 
derived from farming operations. 

§ 10.8 Owners of future interests. 
Loans may be made to owners of future 
interests when (a) all interests necessary 
to the creation of a fee simple estate in 
the land on which the loan is sought are 
included in the mortgage; and (b) the 
owner of the future interest is engaged, 
or shortly to become engaged, in farm¬ 
ing operations independently of his ca¬ 
pacity as owner of a future interest in 
the farm on which the loan is sought, or 
derives the principal part of his income 
from farming operations. 

5 10.9 Tenants for years . Loans may 
not be made to tenants for years ordi¬ 
narily, although in certain circumstances 
a perpetual leasehold might constitute 
legally satisfactory security. 

§ 10.10 Life tenants. Loans may be 
made to life tenants when (a) all inter¬ 
ests necessary to the creation of a fee 
simple estate in the land on which the 
loan is sought are included in the mort¬ 
gage; and (b) the life tenant, by reason 
of farming operations conducted by him 
on the land covered by his life interest, 
or otherwise, is eligible as a borrower. 
As used in this section, the term “eligible 
as a borrower” means a person who is 
engaged in farming operations, or who is 
shortly to become engaged in farming 
operations, or who derives the principal 
part of his income from farming opera¬ 
tions. 

§ 10.11 Owners of undivided interests 
(including partners ), Loans may be 
made to owners of undivided interests 
(including partners) when (a) all such 
interests are included in the mortgage; 
and (b) the owner who desires the loan 
is, by reason of farming operations con¬ 
ducted by him on the land covered by his 
undivided interest, or otherwise, eligible 
as a borrower. As used in this section, 
the term “eligible as a borrower” means 
a person who is engaged in farming op¬ 
erations, or who is shortly to become 
engaged in farming operations, or who 
derives the principal part of his income 
from farming operations. 

§ 10.12 Husband and wife. Loans 
may be made on their respective lands 
to a husband and wife owning land in 
severalty. 

§ 10.13 Aliens. To the extent that 
State laws do not restrict the right of 
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aliens to hold and convey real estate, 
loans may be made to aliens upon the 
same basis as to citizens: Provided, how¬ 
ever, That such loans are not prohibited 
by and are made in conformity with the 
provisions of the Trading with the 
Enemy Act, as amended, the Foreign 
Funds Control regulations, and any 
other apffiicable laws and regulations re¬ 
lating to transactions with or property of 
enemy or other aliens. 

§ 10.14 Individuals taking title from a 
corporation (bona fide ownership re¬ 
quired). Loans which are otherwise 
qualified may be made to individuals 
who have taken title from a corporation 
in which they were interested as stock¬ 
holders, provided the transfer is in good 
faith and not a mere temporary expedi¬ 
ent for the purpose of evading the pro¬ 
visions of the Federal Farm Loan Act. 
which preclude loans to corporations 
other than corporations engaged in the 
raising of livestock. 

§ 10.15 Corporations. Loans may be 
made to corporations (in addition to 
those engaged in raising livestock) when 
acting solely in a representative or fidu¬ 
ciary capacity for individual benefi¬ 
ciaries. provided the conditons as to 
fiduciaries are satisfied. 

§ 10.16 Livestock corporations. Loans 
may be made to livestock corporations, 
provided the corporation is primarily en¬ 
gaged in the raising of livestock. It may 
also be engaged in such general farming 
operations as are incidental to its live¬ 
stock raising. If it engages in any sec¬ 
ondary operations not strictly incidental 
to livestock raising, such secondary op¬ 
erations may constitute only a minor 
part of the corporation’s activities. 

GENERAL PROVISIONS 

§ 10.19 Definitions. For the pur¬ 
poses of se<^ion 12 (Fourth) of the Fed¬ 
eral Farm^ioan Act. as amended (12 
U. S. C. 771 (4)), the terms “equipment” 
and “improvement” are defined as 
follows: 

(a) Equipment. The term equipment 
shall include implements appropriate for 
the operation of a farm, and may con¬ 
sist of teams as well as machinery, tools, 
and like articles. 

(b) Improvement. The term im¬ 
provement shall include any beneficial 
structure or any useful, permanent phys¬ 
ical change tending to increase the pro¬ 
ductive value of the farm, such as 
clearing, tiling, drainage, fencing, build¬ 
ing, and preparations for irrigation. 

§ 10.25 Security standards. To be 
acceptable security for a loan, a property 
must meet each of the following mini¬ 
mum standards: 

(a) It must be capable of producing, 
under typical operation, sufficient nor¬ 
mal agricultural earnings to pay farm 
operating expenses, including taxes and 
other fixed charges, maintain the prop¬ 
erty, and meet installments on a loan 
that would be proper to a typical owner 
of the property. 

(b) It must be sufficiently desirable to 
be readily salable or rentable under nor¬ 
mal agricultural conditions. 

(c) It must be sufficiently durable to 
maintain satisfactory production during 
the loan term specified. 


(d) It must have sufficient stability of 
value to assure that, on a loan that would 
be proper to a typical owner of the prop¬ 
erty, the bank could recover its invest¬ 
ment if unforeseen difficulties should re¬ 
sult in acquirement of the property. 

While the normal agricultural earnings 
must be sufficient to meet the expenses 
specified in requirement (a), it is not 
necessary that they also be adequate in 
all cases to meet family living expenses. 
When it is necessary to rely on income 
other than farm earnings for family 
living expenses, such supplemental in¬ 
come must be available to the applicant 
and to a typical owner from dependable 
sources and in an amount sufficient to 
support customary living standards. 

§ 10.26 Normal agricultural value. 
The normal agricultural value of a farm 
is the amount a typical purchaser would, 
under usual condition, be willing to pay 
and be justified in paying for the prop¬ 
erty for customary agricultural uses, 
including farm home advantages, with 
the expectation of receiving normal net 
earnings from the farm. 

§ 10.27 Basis of loan and appraisal 
The normal agricultural value of a farm, 
established by a land bank appraiser, 
shall be the basis for a loan. In making 
the appraisal the net earnings of the 
farm shall be determined by using nor¬ 
mal commodity prices and the related 
level of normal costs. Normal prices and 
related costs shall be determined on the 
basis of historical prices and costs ad¬ 
justed for trends and the long term eco¬ 
nomic outlook and be approved by the 
Farm Credit Administration. 

§ 10.49 Computing amount loanable 
to one borrower. The aggregate amount 
of existing bank loans to any one bor¬ 
rower for the purpose of applying the 
limitation in section 12 (Seventh) of the 
Federal Farm Loan Act (12 U. S. C. 771) 
shall be the total unpaid principal of all 
indebtedness to the bank and any other 
banks of the system which is secured 
by mortgages or real estate sales con¬ 
tracts on property owned or being ac¬ 
quired by the applicant, or for which the 
applicant is personally liable, less the 
unpaid principal of (a) purchase money 
mortgage or real estate contract indebt¬ 
edness in connection with which no as¬ 
sociation or bank stock has been issued, 
(b) indebtedness which is secured by 
property the applicant no longer owns 
and which has been assumed with the 
permission of the bank by a subsequent 
owner of the property in accordance 
with section 12 (Sixth) of the Federal 
Farm Loan Act (12 U. S. C. 771), (c) in¬ 
debtedness which is secured by property 
the applicant no longer owns and for 
which liability was incurred otherwise 
than by agreement with the bank, (d) 
indebtedness which is secured by prop¬ 
erty in which the applicant has not had 
any ownership interest other than an 
interest of dower or curtesy since the 
liability was incurred, and (e) assets 
purchased from a joint stock land bank 
under section 16 of the Federal Farm 
Loan Act (12 U. S. G. 823). 

§ 10.54 Interest rates on loans made 
through associations. Notwithstanding 
such loan interest rates exceed by more 
than 1 per centum per annum the inter- 
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est rate on the Federal farm loan bonds 
of the last series issued prior to the mak¬ 
ing of any such loans, approval is given 
to an interest rate of 4 per centum per 
annum on loans made by banks through 
associations generally, except that higher 
interest rates are approved for the fol¬ 
lowing banks as indicated: 

Interest rate 


Federal land bank: (per cent) 

Springfield- 4*4 

Baltimore__ 4 l / 2 

Columbia_-_ 5 


(Secs. 12 “Second”, 17, 39 Stat. 370. 375, as 
amended; 12 U. S. C. 771 “Second”, 831 (b)) 

§ 10.55 Special interest rates. Ap¬ 
proval is given to an interest rate one- 
half of 1 per centum per annum in excess 
of the interest rate provided in § 10.54, 
for bank loans through associations se¬ 
cured by first mortgages on the following 
farm property in the continental United 
States: 

(a) Land that is employed primarily 
in the production of naval stores as de¬ 
fined by section 2 of the Naval Stores 
Act (Sec. 2, 42 Stat. 1435; 7 U. S. C. 92); 

<b) Land used for the raising of live¬ 
stock, in estimating the earning power 
and in establishing the value of which 
leases or permits for the use of other 
lands were taken into consideration and 
were a factor in determining the amount 
of the loan; and 

(c) Land, a substantial part of the 
earnings from which is derived from 
orchard crops. 

(Secs. 12 “Second”, 17. 39 Stat. 370. 375, as 
amended; 12 U. S. C. 771 “Second”. 831 (b)) 

INSURANCE REQUIREMENTS AND USE OF LOSS 
PROCEEDS 

Authority: §5 10.56 to 10.70 Interpret or 
ftpply sec. 12. Ninth, 39 Stat. 370, as amended; 
12 U. S. C. 771. Ninth. 

§ 10.56 Amount of insurance. Insur¬ 
ance on buildings shall be required 
against such risks and in such amounts 
as the bank may determine to be neces¬ 
sary for adequate protection of the mort¬ 
gagee’s interest. A bank may delegate 
to associations full or limited authority 
with respect to the determination of in¬ 
surance requirements. In making the 
determination consideration should be 
given to the size of the loan in relation 
to the value of the security, the extent 
to which the buildings enter into such 
value, and the extent to which the bor¬ 
rower’s ability to operate the property 
efficiently would be affected if a loss 
occurred and the buildings were not 
replaced. 

§ 10.57 Reduction of insurance under 
certain circumstances. Insurance re¬ 
quirements on existing loans may be re¬ 
duced or discontinued upon the request 
of the borrower or on the initiative of 
the bank or association when such action 
is not prejudicial to the interest of the 
bank and the association. If insurance 
i equirements are reduced or discon¬ 
tinued, the borrower should be given ad¬ 
vance notice. The notice should clearly 
indicate that the change in the insur¬ 
ance requirements of the bank in no 
way affects the amount of insurance the 
borrower should carry for his own 
protection. 


§ 10.58 Acceptable insurers. Insur¬ 
ance required shall be evidenced by a 
lawful policy or policies issued by any 
insurance company, including any State- 
supervised mutual insurance company, 
which is satisfactory to the bank: Pro¬ 
vided, That such company be authorized 
to do such insurance business, and be 
subject to service of process in suits 
brought, in the State in which the in¬ 
sured property is located, except that, 
when insurance is procured and paid 
for by the bank upon default under the 
mortgage, such insurance company may 
be one which is subject to service of 
process in suits brought in the State 
where the bank is located. The accept¬ 
ance by a bank of insurance from an 
organization other than one provided 
for by this section shall be subject to the 
approval of the Commissioner. 

§ 10.59 Losses to be made payable to 
mortgagee; exception. Insurance shall 
be made payable to the bank and Cor¬ 
poration, as mortgagees, as their in¬ 
terests may appear at time of loss, and 
shall afford the bank and the Corpora¬ 
tion the same protection they would have 
under the New York standard mortgage 
clause. The bank may, in its discretion, 
permit individual losses, not in excess of 
an amount fixed by the bank with due 
regard to adequate protection of the 
mortgagee, to be paid directly to the 
mortgagor for use in the prompt re¬ 
construction of the buildings destroyed. 
The provisions of §§10.60 to 10.68, in¬ 
clusive. shall not be applicable to losses 
which are paid directly to the mortgagor, 
with the permission of the bank, for use 
in reconstruction. 

§ 10.60 Subsequent owner deemed 
“ mortgagor ” under certain circum¬ 
stances. When a subsequent owner of 
a mortgaged farm has assumed the 
mortgage and in the case of a land bank 
loan the stock interests of the original 
mortgagor in accordance with the pro¬ 
visions of section 12 (Sixth) of the Fed¬ 
eral Farm Loan Act (12 U. S. C. 771 
(6)), and is primarily liable therefor, 
the term “mortgagor” shall be deemed 
for the purposes of the regulations in this 
part to refer to such subsequent owner. 

§ 10.61 Mortgagor’s option to use loss 
proceeds for reconstruction. At the 
option of the mortgagor and subject to 
the provisions of these regulations, any 
sum received in settlement of a loss 
covered by insurance required by the 
regulations in this part may be used to 
pay for the reconstruction of the build¬ 
ings involved. 

§ 10.62 Circumstances under which 
mortgagor’s option to use loss proceeds 
does not' obtain. The option of the 
mortgagor referred to in these regula¬ 
tions shall not apply in the case of (a) 
any sum received under a policy of in¬ 
surance which was not provided or paid 
for by the mortgagor, or (b) any sum 
with respect to which liability to the 
mortgagor is denied by the insurer, un¬ 
less and until such denial be rescinded 
or until final judgment of a court of 
competent jurisdiction that the insurer 
is liable to the mortgagor. In either 
event the mortgagor shall initiate the 
steps otherwise necessary under the regu¬ 
lations in this part for the exercise of 


his option within 30 days after the estab¬ 
lishment of the liability of the insurer 
to him for such loss. 

§ 10.63 Manner in which mortgagor's 
option to use loss proceeds shall be ex¬ 
ercised. The bank or association as 
promptly as possible after the receipt of 
the sum referred to in section 61 shall 
send to the mortgagor a notice in writing 
thereof. Within 30 days after such 
notice is sent, if the mortgagor desires to 
exercise his option, he shall so notify the 
bank or assocation in writing. With such 
notice or within 30 days thereafter, un¬ 
less such time for good cause be extended, 
the mortgagor shall furnish information 
in such form as shall be satisfactory cov¬ 
ering the plans of the mortgagor for the 
reconstruction of the building involved 
in sound and serviceable form and con¬ 
dition. at least equal to that which 
existed immediately prior to the loss. 
Within said 30 days the mortgagor shall 
also furnish satisfactory assurance that 
such reconstruction will be completed 
within a reasonable time, and that there 
will be no unsatisfied liens for labor, 
materials, and/or other expenses that 
will have priority over the mortgage 
when such reconstruction shall have 
been completed or when the said sum 
received shall have been paid to or for 
the account of the mortgagor. 

§ 10.64 Loss proceeds not to be dis¬ 
bursed in absence of evidence that prior 
liens will not attach. No sum received 
shall be paid to or for the account of 
the mortgagor for the purpose of en¬ 
abling him to reconstruct a building 
until the bank or association is satisfied 
that no lien by reason of reconstruction 
of the buildings covered by such insur¬ 
ance will have priority over the mort¬ 
gage thereon. The regulations adopted 
by the bank should establish adequate 
safeguards with respect to such dis¬ 
bursements. 

§ 10.65 Reconstruction of improve - 
ments in different form. If the mortga¬ 
gor desires to use the insurance money, 
in whole or in part, in order to replace 
the building involved with an insurable 
building of less expensive type, or to 
substitute any other insurable building, 
the said fund may be used for such pur¬ 
pose, provided the land bank or associa¬ 
tion is satisfied that the proposed 
building will be suitable and adequate 
to the agricultural needs of the farm. 

§ 10.66 Evidence that mortgagor can 
supply additional funds; meaning of 
term “reconstruction If the sum re¬ 
ceived (after making the deductions, if 
any. authorized by the regulations in 
this part) be inadequate to enable the 
mortgagor to reconstruct as herein pro¬ 
vided, and he desires nevertheless to do 
so, he shall furnish satisfactory assur¬ 
ance that he will have the necessary 
additional funds. Where, under the 
regulations in this part, a building may 
be repaired, replaced, or substituted, the 
operations involved shall be deemed to 
be covered by the words “reconstruct” 
or “reconstruction,” as the case may 
require. 

§ 10.67 Application of loss proceeds 
to mortgage debt. If the mortgagor 
fails or refuses to exercise his option in 
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accordance with the regulations in this 
part, or to comply with all of the condi¬ 
tions of these regulations with respect 
thereto, or if the mortgage be in process 
of foreclosure, or if the mortgagor be in 
default in such manner that the mort¬ 
gage is subject to foreclosure, the sum 
received may be retained for application 
upon the indebtedness secured by such 
mortgage or as collateral security there¬ 
for. Any portion of the sum received 
which is not used for reconstruction may 
also be retained for application upon the 
indebtedness or as collateral security 
therefor. 

§ 10.68 Conditional release of loss 
proceeds. No insurance proceeds may 
be released unconditionally to a bor¬ 
rower or a junior lienor except for the 
purpose and under the conditions here¬ 
inbefore set forth, unless the remaining 
security meets the security requirements 
for a new loan. Exceptions to this re¬ 
quirement may be made only where it 
is clearly to the best interest of the mort¬ 
gagee to do so. Where insurance pro¬ 
ceeds are released unconditionally to a 
borrower or junior lienor, the procedure 
governing the release of funds received 
from the sale of part of the security 
shall be followed so far as applicable. 

§ 10.69 Nonapplicability of regula¬ 
tions. The provisions of §§ 10.61 through 
10.68 are not applicable in the case of 
settlements of losses on buildings not 
required by the bank to be insured. 

§ 10.70 Applicability of regulations to 
loans, mortgages, and contracts pur¬ 
chased from FFMC. The provisions with 
reference to insurance in connection with 
mortgage loans also apply to loans, pur¬ 
chase money mortgages, and contracts 
purchased from the Federal Farm Mort¬ 
gage Corporation. 

PURCHASES OP FFMC MORTGAGES 

§ 10.87 Reduction of interest rate. 
The interest rate on any Commissioner 
loan, purchase money mortgage, or con¬ 
tract purchased or acquired by the bank 
must be reduced to the rate applicable 
to new land bank loans as of the date 
of the acquisition of the loan, purchase 
money mortgage, or contract by the 
bank, but upon acquisition the bank may 
make the reduced rate effective retro¬ 
actively. This reduction in interest 
may be accomplished generally in the 
same manner and under the same proce¬ 
dure as was used to reduce the contract 
interest rate on land bank loans to 4 
percent. The bank should notify each 
borrower of the interest reduction when 
effected. It may also wish to consider 
furnishing, or offering to furnish upon 
request of the borrower, an individual 
instrument in recordable form evidenc¬ 
ing the reduction. 

§ 10.89 Maximum and minimum loan¬ 
able amounts. The limitations with re¬ 
spect to the maximum and minimum 
amounts of loans as provided in section 
12 (Seventh) of the Federal Farm Loan 
Act (12 U. S. C. 771 (7)). shall be applied 
in connection with the purchase of a 
Commissioner loan, purchase money 
mortgage, or contract by the land bank. 
Accordingly, no such asset may be pur¬ 
chased from the Corporation if the 
amount thereof will increase the bor¬ 


rower’s total indebtedness to the bank 
and any other banks of the system to an 
amount in excess of $100,000. 

§ 10.92 Acquiring stock in addition to 
any available stock which borrower 
owns; retirement of stock owned by bor¬ 
rower. “Any available stock” already 
owned by the borrower shall be stock in 
an unimpaired association which is 
owned by the borrower or in which the 
borrower owns the beneficial interest, 
and which, computed at its par value, is 
in excess of 5 percent of any indebtedness 
(unpaid principal, advances, and any 
other items properly chargeable to the 
borrower, including accrued interest 
thereon at the date of acquirement of 
the purchased asset) to the bank in con¬ 
nection with which such stock was issued. 
Stock in an unimpaired association other 
than the one through which the pur¬ 
chased asset is being acquired may be 
treated as available stock provided such 
association consents to its retirement. 
Under the foregoing definition, where a 
borrower has more than one loan through 
the association or ow r ns stock in connec¬ 
tion with a loan which is secured only in 
part by the property securing the asset 
being acquired, any excess stock in con¬ 
nection with such loan or loans is avail¬ 
able stock. 

§ 10.93 Farm Credit Administration 
approval of retirement of association or 
related bank stock. The Administration 
approves the retirement, under section 7 
of the Federal Farm Loan Act (12 U. S. C. 
721), of related bank stock in an amount 
equal to such available association stock 
where such retirement is authorized by 
the board of directors of the bank and 
the proceeds are to be used for the pur¬ 
chase of stock needed in connection with 
the acquired asset. 

§ 10.94 Classes of borrowers; borrow¬ 
ers' disposition of stock or purchase of 
additional stock; election to membership 
and purchase of stock by borrowers not 
members of an association. It will be 
necessary to deal with three classes of 
persons in meeting the foregoing re¬ 
quirements: (a) Those who are mem¬ 
bers of the association through which 
the paper is being acquired and who own 
sufficient available stock; (b) those who 
are members of the association but who 
do not own sufficient available stock in 
connection with any paid-down bank 
loan or loans; and (c) those who are not 
members of the association and who own 
no stock in it. As to the first class, the 
existing available stock or the stock pur¬ 
chased w T ith the proceeds of retired 
available stock must be pledged as col¬ 
lateral security in accordance with the 
provisions of the Federal Farm Loan Act, 
as amended, for the indebtedness being 
acquired. Persons in the second class 
must purchase additional stock either in 
cash or under the methods hereinafter 
prescribed and pledge such stock, as well 
as the available stock or the stock pur¬ 
chased with the proceeds of the retired 
available stock, for the indebtedness 
being acquired. Persons in the third 
class must be elected to membership, 
purchase stock either for cash or under 
the methods hereinafter prescribed, and 
pledge such stock as collateral security 
for the indebtedness being acquired. 


§ 10.95 Personal liability of borrower. 
In each of the classes mentioned above 
the person owning the property subject 
to the loan, mortgage, or contract being 
acquired may or may not be personally 
liable on the indebtedness. If not per¬ 
sonally liable, the person must become 
personally liable on the paper being ac¬ 
quired by the bank. 

§ 10.96 Restrictions on eligibility of 
borrowers for association membership. 
To be eligible for association member¬ 
ship, a person must meet the require¬ 
ments for assumption of a bank mort¬ 
gage under section 12 (Sixth) of the 
Federal Farm Loan Act, i. e., the person 
need not be a farmer, but must be a 
natural person or a livestock corporation 
eligible for membership. 

§ 10.97 Payment in cash by borrower 
where amount of stock required is not 
substantial; additional loan to borrower 
to provide for payment of stock to be 
purchased; release by bank of future 
payment funds in amounts sufficient to 
cover the purchase of required stock; 
procedure for purchase of stock by bor¬ 
rower. Where the amount of stock re¬ 
quired is not substantial, it may be feasi¬ 
ble to obtain payment therefor in cash. 
In other cases the borrower may desire, 
and it may be feasible, to provide for 
payment for the stock by means of an 
additional loan. It will also be appro¬ 
priate for the bank to permit the release 
of future payment funds in amounts 
sufficient to cover the purchase of the 
required stock. However, where none 
of the foregoing procedures is followed, 
the stock may be purchased under either 
of the following procedures: 

(a) The bank may extend credit on 
a secured or unsecured basis to the bor¬ 
rower in an amount sufficient to pur¬ 
chase such stock. The type of agreement 
to be entered into with the borrower for 
the repayment of the purchase price of 
the stock and the procedure to be fol¬ 
lowed in handling such transactions on 
the bank’s books shall have the approval 
of the Administration. 

(b) The association, upon application 
by the borrower, may extend credit in an 
amount sufficient to purchase such stock, 
subject to the following: 

(1) In such application the borrower 
shall agree that his liability to the as¬ 
sociation for such stock shall be secured 
by a lien on the borrower’s property 
which is security for the paper bdlng 
acquired, junior to any lien held or to 
be acquired by the Federal land bank on 
such property. It is not necessary that 
the lien for the stock indebtedness be 
recorded. 

(2) The association may charge the 
borrower interest at a rate not to exceed 
4 per centum per annum on the unpaid 
balance of any indebtedness incurred 
for this purpose. 

(3) The association may in turn, pur¬ 
suant to 12 U. S. C. 743, borrow from 
the Federal land bank the amount nec¬ 
essary to purchase stock in the bank 
where it has sold its stock on credit to 
its borrowers. Such borrowing may be 
evidenced by an assignment by the as¬ 
sociation to the bank of the borrower's 
agreement to pay for stock in the 
association. 
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(4) The applicant may request a de¬ 
ferment of principal payments in order 
to enable the association or the bank, 
as the case may be, to collect the amount 
of the indebtedness for stock in the 
association, and the bank may grant such 
deferments under the provisions of 12 
U. S. C. 781, Nineteenth. 

§ 10.98 Issuance of new stock suffi¬ 
cient to cover existing loan ; retirement 
of existing stock. Where an applicant 
who does not own the outstanding stock 
in connection with the existing bank, 
loan on the farm covered by the mort¬ 
gage or contract being purchased by the 
bank from the Corporation desires or is 
required by the bank, in its discretion, to 
acquire such stock or new stock in lieu 
thereof but cannot acquire the outstand¬ 
ing stock, the outstanding stock may be 
retired and paid off and new stock issued 
to the applicant and pledged in connec¬ 
tion with the existing bank loan. The 
bank should require that the applicant 
purchase only enough new stock to col¬ 
lateralize the existing bank loan in the 
proportion of one share of stock for 
every $100 or major fraction thereof of 
the unpaid indebtedness under the exist- 
ing bank loan or the original face 
amount of the loan, whichever is less. 
When stock in that amount is issued to 
the applicant, all other stock outstand¬ 
ing in relation to the existing bank loan 
should be retired. The Administration 
hereby approves the retirement of stock 
in such cases where it is authorized by 
the bank’s board of directors. Where 
the applicant acquires no stock in con¬ 
nection with the bank loan, then, unless 
he procures from the owner of the asso¬ 
ciation stock held in connection with the 
bank loan a power of attorney or other 
authorization to exercise the exclusive 
right to vote in connection with both 
loans, the applicant must agree with the 
association, in consideration of the 
bank’s purchase of the Corporation 
asset, to forego the right to vote at any 
association meeting where he and the 
other stockholders are present, except 
when they agree as to which shall cast 
the one vote. 

SPECIAL PAYMENTS 

§ 10.111 Special payments . A bank 
may accept special payments on a bank 
loan or payment in full thereof either 
before or after 5 years from the date 
the loan was made. Where payment 
arises from the refinancing of the loan 
from a non-Government lending source 
and the loan has not been in force for 
at least 5 years, the bank may collect 
from the borrower such a sum as will 
reimburse it for the expense of making 
the loan. In all other cases of special 
principal payments or full payment of 
bank loans, the bank should not charge 
a prepayment fee nor should it ordi¬ 
narily charge interest beyond the date 
the funds are received. 

FUTURE PAYMENT FUNDS 

Authority: §5 10.116 to 10.131 Interpret or 
apply sec. 17, 50 Stat. 708; 12 U. S. C. 781, 
Eighteenth, 

110.116 Future payment funds as au¬ 
thorized by 12 U. S. C. 781, Eighteenth . 
Future payment funds shall be held for 


subsequent credit upon indebtedness to 
the bank or the Corporation, except in 
cases of unusual circumstances where 
the release of the funds is justified. On 
future payment funds applied, interest 
shall be allowed to the date of applica¬ 
tion at the effective interest rate(s) ap¬ 
plicable to the indebtedness in connec¬ 
tion with which such funds are applied. 
On future payment funds released under 
unusual circumstances, interest shall be 
allowed to the date released at the effec¬ 
tive interest rate(s) applicable to the in¬ 
debtedness in connection with which 
such funds are held. 

§ 10.117 Authority to limit funds. A 
bank may limit the total amount of fu¬ 
ture payment funds which will be held in 
connection with a land bank loan, but 
any limitation established shall not be 
less than the total of all installments ma¬ 
turing on the loan during the 4 years 
following the date of acceptance of the 
first of such payments. Interest accru¬ 
ing after the bank’s limitation is reached 
may be held in the future payment fund. 

§ 10.118 Indebtedness current before 
funds are accepted. Future payment 
funds shall not be accepted by a bank 
while there are outstanding unpaid ma¬ 
tured obligations of the borrower to the 
bank on such indebtedness or to the Cor¬ 
poration on an indebtedness secured by 
the same or common real property: Pro¬ 
vided, That at the direction of the bor¬ 
rower funds tendered as future payment 
funds may be used to pay such matured 
and unpaid obligations and any balance 
remaining may be accepted as future 
payment funds. 

§ 10.119 Evidence of acceptance of 
funds. Upon acceptance of future pay¬ 
ment funds, the bank shall furnish the 
borrower with a receipt, which shall 
identify the indebtedness in connection 
with which the future payment funds 
are accepted, and set forth generally the 
conditions under which such funds are 
held: Provided , That if the bank, under 
a procedure approved by the Adminis¬ 
tration, furnishes the borrower a general 
statement of such conditions to apply to 
one or more payments, the receipts for 
such payments need not set forth the 
conditions. The form of receipt used by 
a bank shall have the approval of the 
Administration. 

§ 10.120 Joint indebtedness to a bank 
and the Corporation . In cases where 
the respective indebtednesses of the bor¬ 
rower to the bank and Corporation are 
secured by the same or common real 
property, amounts to be accepted as fu¬ 
ture payment funds (by the bank for 
subsequent credit on its indebtedness 
and by the Corporation for subsequent 
credit on its indebtedness) should ordi¬ 
narily be allocated to each indebtedness 
in such manner as to assure the bor¬ 
rower of relatively the same security 
against future delinquency on the re¬ 
spective indebtednesses. 

§ 10.121 Unrelated loans. In those 
cases in which a borrower has indebted¬ 
ness to the bank, the Corporation, or 
both, which is not secured by the same 
or common real property, determina¬ 
tion should be made by the bank, on 


the basis of the facts in each case, as 
to the indebtedness or indebtednesses 
on which future payment funds are to 
be accepted and held for subsequent 
credit. When future payment funds are 
accepted in these cases, they shall be 
subject to all the provisions of the regu¬ 
lations in this part governing future 
payment funds insofar as practicable. 

§ 10.122 Interest allowance. Interest 
shall be allowed on future payment 
funds in accordance with the following 
terms and conditions: 

(a) The rate(s) at which interest is 
allowed the borrower on future payment 
funds applied shall be the rate(s) effec¬ 
tive on those installment dates of the 
indebtedness to which the future pay¬ 
ment funds are applied and which in¬ 
stallment dates occurred during the 
period such future payment funds were 
held. As used in this part, “effective 
interest rate” means the rate actually 
charged the borrower on the indebted¬ 
ness on which future payment funds are 
applied. 

(b) If it is decided in unusual cir¬ 
cumstances that the release of future 
payment funds held in connection with 
a borrower’s indebtedness is justified, 
interest shall be allowed on such funds 
during the entire period that the funds 
were held. The rate(s) at which interest 
will be allowed the borrower in such 
instances shall be the rate(s) that were 
effective on the indebtedness in con¬ 
nection with which the future payment 
funds were held. 

<c) Interest shall be allowed on future 
payment funds from the date of ac¬ 
ceptance of such funds to the date of 
their disposition and such interest shall 
be compounded as of the installment 
dates of the borrower’s indebtedness 
which occurred during the period the 
future payment funds were held by the 
bank: Provided, That, at the option of 
the bank, interest need not be allowed 
upon any amount which has not been 
held for the credit of the borrower as 
unapplied future payment funds for a 
period up to 1 month: And provided 
further , That in any case where the ag¬ 
gregate interest credit does not exceed 
25 cents, no allowance need be made. 

(d) Interest allowed on future pay¬ 
ment funds shall be credited to the bor¬ 
rower as of the date of the disposition 
of the funds. 

§10.123 Interest liability. The books 
and statements of condition of the bank 
and Corporation shall reflect the liability 
for interest accrued in connection with 
future payment funds held for subse¬ 
quent application. Such liability shall 
be accrued on installment dates and for 
the periods provided in § 10.122 for de¬ 
termining interest allowances, at the rate 
actually charged the borrower on the 
unmatured portion of the indebtedness 
in connection with which such future 
payment funds are held. Such accruals 
shall be subject to any adjustment re¬ 
quired upon application of the future 
payment funds in order that the interest 
allowed on future payment funds shall 
conform to the provisions of § 10.122. 

§ 10.124 Application of funds not in¬ 
volving transfers between the bank and 
the Corporation. Subject to any limita- 
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tions contained in the Federal Farm 
Loan Act, the bank shall apply future 
payment funds on the borrowers in¬ 
debtedness in connection with which 
they are held, or on other indebtedness 
to the bank when such indebtedness is 
secured by the same or common real 
property, in accordance with the follow¬ 
ing terms and conditions: 

(a) As the borrower may direct in 
writing, the bank shall retire out of fu¬ 
ture payment funds held for the borrow¬ 
er’s credit any portion of the indebted¬ 
ness to the bank on regular installment 
dates; and, upon the written request of 
the borrower, the bank may, at any time, 
retire out of future payment funds held 
for the borrower’s credit any portion of 
the indebtedness to the bank. 

(b) At its option the bank may retire 
out of future payment funds held for the 
boiTOwer’s credit on his bank indebted¬ 
ness any portion of the indebtedness to 
the bank as and when the same becomes 
due and payable. 

(c) If at any time the balance of un¬ 
applied future payment funds held for a 
borrower’s credit together with the inter¬ 
est allowance thereon equals or exceeds 
the total amount of the indebtedness, the 
whole indebtedness shall become due and 
payable at once and shall be retired out 
of such balance. With the agreement or 
consent of the borrower, a bank may also 
provide that if at any time the balance 
of unapplied future payment funds held 
for a borrower’s credit together with the 
interest allowance thereon and the 
amount of stock owned by the borrower 
in connection with a loan equals or ex¬ 
ceeds the total amount of the indebted¬ 
ness. the whole indebtedness shall 
become due and payable at once and 
shall be retired out of such balance and 
stock proceeds. 

(d) In the event of the borrower’s 
death or bankruptcy, or in the event of 
transfer of the indebtedness by the bank 
or conveyance of title to the property 
securing the indebtedness by the bor¬ 
rower, the bank at its option may apply 
on the indebtedness all or any portion 
of the future payment funds held for 
the borrower’s credit. 

§ 10.125 Application of funds on un¬ 
related loans. At the borrower’s written 
request the bank may retire out of future 
payment funds held for the borrower’s 
credit, any portion of the borrower’s in¬ 
debtedness to the bank that is not se¬ 
cured in whole or in part by the same 
property securing the indebtedness to 
which the funds were allocated when 
received. 

§ 10.126 Funds held by Corporation. 
The provisions of §§ 10.124 and 10.125 
shall apply with equal force to any ap¬ 
plication on the borrower’s indebtedness 
to the Corporation from the future pay¬ 
ment funds held by the Corporation for 
the borrower’s credit; for this purpose 
the term “Corporation” shall be substi¬ 
tuted for the term “bank.” 

§ 10.127 Transfer of funds from bank 
to Corporation ; same security. Future 
payment funds held for the credit of the 
borrower on his bank indebtedness shall 
be applied on the borrower’s indebted¬ 
ness to the Corporation, which is secured 
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in whole or in part by the same real 
property securing the indebtedness to 
the bank, in accordance with the follow¬ 
ing terms and conditions; 

(a) At the borrower’s written direc¬ 
tion the bank shall retire out of future 
payment funds held for the borrower’s 
credit on his bank indebtedness, any 
portion of the borrower's indebtedness to 
the Corporation, as and when the same 
becomes due and payable. 

(b) At the option of the bank and 
with the consent of the Corporation, the 
bank may retire out of future payment 
funds held for the borrower’s credit on 
his bank indebtedness any portion of the 
borrower’s indebtedness to the Corpo¬ 
ration, as and when the same becomes 
due and payable. 

(c) If at any time the total of un¬ 
applied future payment funds held for 
a borrower’s credit on his indebtedness 
to both the bank and the Corporation 
together with the interest allowance 
thereon equals or exceeds the total 
amount of his indebtedness to the Cor¬ 
poration, at the discretion of the bank, 
upon written direction from the bor¬ 
rower and with the consent of the 
Corporation, the whole indebtedness to 
the Corporation may be regarded as 
having become due and payable at once 
and may be retired out of such funds. 

I 10.128 Transfer of funds from bank 
to Corporation; different security. In 
any case in which a borrower has in¬ 
debtedness to the bank and the Cor¬ 
poration which is not secured by the 
same or common real property, at the 
borrower’s written request and with the 
consent of the Corporation, the bank 
may. out of future payment funds held 
for the borrower’s credit on his bank 
indebtedness, retire any portion of the 
borrower’s indebtedness to the Corpora¬ 
tion, as and when the same becomes 
due and payable, or, if at any time the 
total of unapplied future payment funds 
held for a borrower’s credit on his in¬ 
debtedness to both the bank and the 
Corporation together with the interest 
allowance thereon equals or exceeds the 
total amount of his indebtedness to the 
Corporation, the whole indebtedness to 
the Corporation may be regarded as 
having become due and payable at once 
and may be retired out of such funds. 

§ 10.129 Transfer of funds from bank 
to Corporation; interest adjustment. 
The bank shall make transfers, which 
are within the purview of §§ 10.127 and 
10.128, in the full amount required to 
retire the indebtedness to the Corpora¬ 
tion and no reimbursement for interest 
credited thereon as of the date of trans¬ 
fer or prior installment dates shall be 
made to the bank by the Corporation; 
provided, however, that if the indebted¬ 
ness to the Corporation to which the 
future payment funds are to be applied 
bears a higher effective rate of interest 
than the indebtedness on which the 
funds were held unapplied, then the 
Corporation shall allow a simple interest 
credit at the difference in such rates 
for the period (s) such difference existed 
or the period (s) such funds were held 
unapplied by the bank, whichever is 
the lesser, and the bank shall transfer 


an amount which, together with the 
simple interest credit allowed by the 
Corporation, will retire the indebtedne.s:. 
The first amount accepted as future 
payment funds by the bank shall be 
considered as the first amount paid out 
of the future payment funds either on 
the indebtedness to the bank or on the 
indebtedness to the Corporation. 

§ 10.130 Transfer of funds from Cor¬ 
poration to bank. The provisions of 
§§ 10.127, 10.128, and 10.129 shall apply 
with equal force to any application on 
the borrower’s indebtedness to the bank 
from the future payment funds held by 
the Corporation for the borrower’s 
credit; for this purpose the terms “bank” 
and “Corporation” shall be read con¬ 
versely. 

§ 10.131 Disposition of unapplied 
funds. When the balance of unapplied 
future payment funds fyeld by the bank 
together with interest allowance thereon 
is reduced to $10 or less, at its option the 
bank may apply such balance on the bor¬ 
rower’s indebtedness to the bank, subject 
to notification to the borrower of such 
action and reversal if he so requests. 
Any balance of unapplied future pay¬ 
ment funds together with interest allow¬ 
ance thereon held in connection with the 
borrower’s indebtedness shall be re¬ 
funded to the borrower by the bank when 
the indebtedness is paid in full: Provided, 
however , That amounts of future pay¬ 
ment funds held by the bank for the 
credit of a borrower who is indebted also 
to the Corporation, may. at the written 
direction of the borrower, be transferred 
to the Corporation, when the borrower’s 
indebtedness to the bank is paid in full. 
Such funds transferred shall be subject 
to an interest allowance by the Corpora¬ 
tion, in accordance w T ith 55 10.122 (a) 
and 10.129. The provisions of this sec¬ 
tion shall apply with equal force to the 
disposition of balances of future pay¬ 
ment funds held unapplied by the Corpo¬ 
ration; for this purpose the terms “bank” 
and “Corporation” shall be read con¬ 
versely. 

SUBROGATION 

§ 10.134 Subrogation of insurer fol¬ 
lowing payment of loss. An insurance 
company which has made payment to a 
bank under the uniform loss payable 
clause, but which denies liability to the 
mortgagor, is not entitled to subrogation 
against the endorsing association because 
of such payment. Nor can such an 
insurer, in the case of an association- 
endorsed or direct loan, obtain an inter¬ 
est in the bank stock pledged with the 
bank as security for the loan. No as¬ 
signment of mortgage or other form 
executed by a bank in favor of such an 
insurer shall by express provision or 
by implication undertake (a) to transfer 
any right of the bank against the en¬ 
dorsing association or any interest in 
the bank stock pledged by the associa¬ 
tion in connection with the loan, or <b) 
in the case of a direct loan, to transfer 
any right or interest to the insurance 
company in the direct loan stock. 

RETIREMENT OF STOCK 

5 10.149 General policy. It is the 
general policy of the Administration that 
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the bank stock issued in connection with 
a loan made through an association shall 
not be retired in whole or in part until 
the loan has been paid in full except in 
individual cases where unusual circum¬ 
stances are involved. 

§ 10.150 Partial retirement of stock. 
In individual cases where the amount of 
bank stock held as security for a loan is 
substantially in excess of 5 percent of the 
unpaid balance of the loan and the bank 
determines that retirement of the excess 
stock is advisable, the Administration 
approves, under section 7 of the Federal 
Farm Loan Act (12 U. S. C. 721), the re¬ 
tirement of that portion of such stock 
which is in excess of 5 percent of the un¬ 
paid balance of the loan, provided (a) the 
capital stock of the association through 
which the existing loan was made is not 
impaired and such stock retirement will 
not make the principal remaining unpaid 
upon mortgages already received from 
the association exceed 20 times the 
amount of stock in the bank owned by 
such association, or the only stock out¬ 
standing in connection with the existing 
loan is bank stock, and (b) such retire¬ 
ment of stock is in accordance with au¬ 
thorization given by the bank’s board of 
directors by appropriate resolution. 

§ 10.151 Retirement of stock to com- 
p letc payment of loan with future pay¬ 
ment funds. If a bank has provided in 
the terms and conditions under which it 
has accepted future payment funds that 
when the amount of stock and the future 
payment funds held in connection with 
the loan are sufficient to pay off the loan 
in full, they may be so applied, and if the 
board of directors of the bank has 
adopted a resolution providing for the 
retirement of the stock in such circum¬ 
stances, the Administration approves, 
under section 7 of the Federal Farm Loan 
Act (12 U. S. C. 721), such retirement of 
stock. 

MINERAL RIGHTS 

510.218 Holding for more than 5 
years. In cases where, in connection 
with a sale of bank-owned real estate, the 
bank has retained royalty or other rights 
in or to minerals, and desires to hold 
such rights for a period in excess of 5 
years, it is not considered that the bank 
has both “title and possession" of real 
estate within the meaning of section 13 
(Fourth (b)) of the Federal Farm Loan 
Act (12 U. S. C. 781 (4) <b)). However, 
retention of such minerals and mineral 
rights for periods in excess of 5 years, 
when in the bank’s opinion it is in the 
bank’s interest to do so, has the approval 
of the Administration. 

BONDS 

Authority: §5 10.293 to 10.296 interpret or 
apply sec. 20. 39 Stat. 377; 12 U. S. C. 862. 

§ 10.293 Method of calling consoli¬ 
dated Federal farm loan bonds. When 
any Federal land bank shall desire to call 
lor redemption any consolidated Federal 
farm loan bonds outstanding on its be¬ 
half, it shall, pursuant to appropriate 
authorization of the 12 Federal land 
banks, file with the Farm Credit Admin¬ 
istration, at least 20 days prior to the 
date on which the call is to become effec¬ 
tive, a certified copy of a resolution of its 


board of directors authorizing such call. 
The Land Bank Commissioner shall, at 
least 15 days prior to the date on w hich 
the call is to become effective, approve or 
disapprove the call and, if the call is ap¬ 
proved, shall cause formal notice thereof 
to be published, at least 15 days prior to 
the effective date of the call, in the Fed¬ 
eral Register and through any other 
facilities that the Farm Credit Admin¬ 
istration may elect. Such notice shall 
describe the bonds so called for redemp¬ 
tion and shall designate the place or 
places where and the date on and after 
which they will be payable. Approval 
of the call and publication of notice as 
herein required shall be deemed a com¬ 
plete call. From the date of redemption 
designated in any such notice, interest 
on the bonds called for redemption shall 
cease. 

§ 10.294 Call for less than entire issue 
of consolidated Federal farm loan bonds. 
In any case in which it is desired to call 
for redemption less than all of the out¬ 
standing bonds of any issue or issues, 
the bonds to be so called shall be selected 
in such manner as the Land Bank Com¬ 
missioner shall prescribe. 

§ 10.295 Payment of lost or stolen 
bonds and coupons issued by a bank in¬ 
dividually. Whenever it appears to the 
Land Bank Commissioner, by clear and 
satisfactory evidence, that any interest- 
bearing bond or any coupon thereof is¬ 
sued by any Federal land bank or joint 
stock land bank has, without bad faith 
on the part of the owner, been lost, 
stolen, or destroyed, and is not lawfully 
held by any person as his ow T n property, 
or has been so mutilated or defaced as 
to impair its value to the owner, and 
is identified by number and description, 
the Land Bank Commissioner may au¬ 
thorize payment to be made (upon ap¬ 
proval of the proofs of loss, etc., bonds 
of indemnity and related papers filed 
with the banks of issue in such cases, 
detailed information as to which has 
been furnished the banks) without re¬ 
quiring the issuance of any new bonds 
for record purposes. 

§ 10.296 Owner of lost bond to file 
bond of indemnity. The owner of any 
such lost, stolen, or destroyed bond or 
coupon shall file with the bank of issue 
a bond of indemnity in a penal sum 
equal to the face amount of the bond or 
coupon, plus an amount sufficient to 
protect the bank from any loss on ac¬ 
count of interest which may be payable 
on such lost, stolen, or destroyed bond. 
A corporate surety to be approved by the 
bank of issue and the Land Bank Com¬ 
missioner shall be required for the bond 
of indemnity when the penal sum 
exceeds $50. 


Part 11—National Farm Loan 
Associations 

CLASSIFICATION OF ASSOCIATIONS 

Sec. 

11.378 Classification of associations. 

RETIREMENT OF STOCK 

11.382 Retirement of stock upon repay¬ 
ment of loans. 


CONSOLIDATION OF ASSOCIATIONS 

Sec. 

11.1013 Action by directors. 

11.1014 Action by members. 

11.1015 Completing consolidation. 

11.1016 Legal reserve. 

VOLUNTARY LIQUIDATION 

11.1017 Action by association board of di¬ 

rectors. 

11.1018 Action by members. 

11.1019 Procedure for obtaining consent of 

Administration. 

11.1020 Completing liquidation. 

11.1021 Disposition of association records. 

INVOLUNTARY LIQUIDATION 

11.1022 Method of liquidation. 

11.1023 Action by bank. 

11.1024 Certification by officer of bank. 

11.1025 Approval by Administration. 

11.1026 Distribution of assets; completing 

liquidation. 

11.1027 Examination: disposition of books 

and records. 

ELIGIBLE MEMBERS 

11.1028 Eligibility determined by location 

of land. 

11.1029 Husband or wife as sole owner. 

11.1030 Joint owners. 

11.1031 Livestock corporations. 

11.1032 Other corportions. 

11.1033 Voting by proxy. 

Authority: 5§ 11.378 to 11.1033 issued 
under sec. 6. 47 Stat. 14; 12 U. S. C. 665. 
Statutory provisions interpreted or applied 
are cited to text. 

Note: S$ 11.378 to 11.1033 are from Federal 
Land Bank Manual (section numbers with 
less than four decimals) and National Farm 
Loan Association Manual (section numbers 
with four decimals) and corresponding sec¬ 
tion numbers In such manuals are included 
as part of code section number following 
decimal. 

Where the word “bank” appears alone, it 
refers to a Federal land bank; the word 
•’Corporation” refers to the Federal Farm 
Mortgage Corporation; the word ••associa¬ 
tion” refers to a national farm loan associa¬ 
tion; and the word •‘Administration” refers 
to the Washington office of the Farm Credit 
Administration. 

CLASSIFICATION OF ASSOCIATIONS 

§ 11.378 Classification of associations. 
The banks shall make such review of the 
financial condition of national farm loan 
associations as is necessary to ascertain 
when the capital stock of an association 
becomes impaired. The stock of an 
association shall be considered impaired, 
and the association shall be classified as 
“impaired,” if the total of its liabilities 
(including estimated losses on contin¬ 
gent liabilities) and capital stock is in 
excess of its total assets and such excess 
may not reasonably be regarded, under 
all circumstances, as negligible in 
amount or percentage, as apparent 
rather than real, or as temporary only. 

RETIREMENT OF STOCK 

§ 11.382 Retirement of stock upon re¬ 
payment of loans. When a mortgage 
loan through an association with unim¬ 
paired stock is paid in full, the bank shall 
retire its stock outstanding in connection 
with such loan and shall pay its par value 
in cash to the association. Upon the re¬ 
tirement of the bank stock, the associa¬ 
tion shall retire its stock outstanding in 
connection writh such loan and shall pay 
the full proceeds thereof, less the amount 
of any claim of the association which 
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may properly be offset against such stock 
proceeds, to the owner of, or the holder 
of a valid assignment of the beneficial 
interest in, such stock. The bank may, 
however, pursuant to ft general resolu¬ 
tion adopted by its board of directors 
and approved by the Farm Credit Ad¬ 
ministration, retire its stock and, with 
the consent of the association, credit an 
amount equal to the par value thereof 
as a last payment on the retiring 
borrower’s loan. Before crediting stock 
of an unimpaired association to the re¬ 
tiring borrower’s loan, the bank shall 
have satisfactory evidence that the per¬ 
son paying off the loan either owns, or 
holds a valid assignment of the bene¬ 
ficial interest in, stock issued by the asso¬ 
ciation in connection with such loan and 
the association does not have a valid 
claim which properly may be offset 
against the proceeds of such stock upon 
its retirement. 

CONSOLIDATION OP ASSOCIATIONS 

Authority: §5 11.1013 to 11.1016 interpret 
or apply sec. 29, 39 Stat. 381, 12 U. S. C. 965. 

§ 11.1013 Action by directors . The 
board of directors of each association 
to be consolidated shall take appropriate 
action to authorize the execution of a 
consolidation agreement and articles of 
association for each association to be 
created as a result of the agreement. 
The board may designate one or more of 
its members to serve with representatives 
of each of the boards of the other asso¬ 
ciations involved as an organization 
committee for the formation of the new 
association or associations. Each board 
of directors, or the representatives of 
each association on the organization 
committee pursuant to authority by the 
association board of directors, shall ex¬ 
ecute on behalf of such associations the 
agreement of consolidation and articles 
of association on forms prescribed by the 
Commissioner and shall appoint not less 
than five nor more than seven qualified 
persons to serve as directors for each as¬ 
sociation to be created as a result of the 
agreement, who will constitute the board 
of directors for the period intervening 
fron the date of organization to the date 
fixed in the bylaws for the first annual 
meeting of stockholders or until their 
successors are elected and have qualified. 

§ 11.1014 Action by members . Meet¬ 
ings of association members shall be 
called in accordance with the provisions 
of the bylaws of the association. Notices 
of the meetings, containing a brief state¬ 
ment of the proposal, shall be mailed to 
each stockholder of record. A favorable 
vote of a majority of the members pres¬ 
ent and voting at each separate meeting 
shall be necessary for the approval of 
the proposed consolidation, and such 
members shall adopt resolutions ratify¬ 
ing and approving the execution of the 
agreement of the consolidation and 
articles of association in the name of the 
association. The secretary-treasurer 
shall certify to the action taken at the 
meetings of members, and his certificate 
shall set out the resolution adopted by 
the members ratifying the execution of 
the consolidation agreement. 


§ 11.1015 Completing consolidation . 
Upon completion of the association 
action, one set of organization papers for 
each association being organized, with 
the bank's recommendation, and a fi¬ 
nancial statement for each constituted 
association and each consolidated asso¬ 
ciation being created as a result of the 
agreement, shall be submitted to the 
Commissioner for consideration. Upon 
approval by the Commissioner, notice of 
such approval and the effective date of 
the consolidation will be sent to the bank 
and each consolidated association, and a 
charter will be issued to the new associa¬ 
tion or associations which will be for¬ 
warded to the association or associations 
through the bank. Upon receipt of the 
approval notice, the bank should provide 
assistance in transferring all assets in 
accordance with the consolidation agree¬ 
ment, setting up the new books and 
establishing such other procedures as 
may be found necessary. The transfer of 
assets should be made the day following 
the effective date of the consolidation, if 
possible. The secretary-treasurer of 
each new association should take appro¬ 
priate action to effect changes in stock 
issues, and should notify promptly each 
of the members that the consolidation 
has been approved. The charters of the 
constituent associations should be sur¬ 
rendered and sent to the Administration 
for cancellation. The Administration 
should be notified by the bank of the 
completion of the consolidation upon the 
issuance of new bank stock to the new 
association or associations in exchange 
for the stock held by the constituent 
associations. 

§ 11.1016 Legal reserve . The legal 
reserve requirement for the new associa¬ 
tion or associations -at the time of com¬ 
pletion of the consolidation shall be the 
total of the unimpaired legal reserves of 
the constituent associations. 

VOLUNTARY LIQUIDATION 

§ 11.1017 Action by association board 
of directors. The board of directors of 
any association desiring to enter into vol¬ 
untary liquidation shall develop a com¬ 
plete plan of liquidation setting forth in 
detail the reasons why it is considered 
advisable for the benefit and best inter¬ 
ests of the association members that the 
association should be liquidated, con¬ 
taining a current financial statement of 
the association, and specifically provid¬ 
ing: 

(a) That the association should be 
liquidated and its charter canceled; 

(b) That all liabilities of the associa¬ 
tion, including contingent liabilities in¬ 
curred by the association by reason of its 
endorsement of mortgages, shall be paid 
in full, or the payment thereof provided 
for to the satisfaction of the Administra¬ 
tion; 

(c) That the amount of contingent 
liabilities shall be mutually agreed upon 
by the association and the Federal land 
bank, but in the event such agreement 
cannot be reached, the amount of such 
liabilities shall then be determined by 
the Administration; 

(d) In the event the association does 
not have sufficient assets to pay all its 


liabilities without creating an impair¬ 
ment of its capital stock, the manner in 
which the necessary funds will be raised; 
(In this connection an association may 
by unanimous action of its members levy 
an assessment on the members in pro¬ 
portion to the amount of stock held by 
each to raise the required funds, or it 
may accept voluntary contributions 
from its members for the purpose 0 f 
restoring the stock to an unimpaired 
condition after making provision for all 
liabilities of the association.) 

(e) That funds in an amount equal 
to the net legal reserve of the association 
after provision for all its liabilities shall 
be transferred to the bank of the district; 

(f) That the remaining assets of the 
association, other than its capital stock 
in the Federal land bank, shall be dis¬ 
tributed among its stockholders, or their 
successors in interest, of record on the 
books of the association as of the effec¬ 
tive date of liquidation, pro rata accord¬ 
ing to their respective shareholdings; 

(g) That the plan of liquidation shall 
not become effective until consent, in 
writing, is obtained from the Admin¬ 
istration; and 

(h) That the effective date of liquida¬ 
tion shall be the date specified by the 
Administration in the written consent 
to liquidation. 

A copy of such plan shall be submitted 
to the stockholders of the association as 
provided in § 11.1018. 

§ 11.1018 Action by members. A spe¬ 
cial meeting of the association members 
shall be called. Notice of the meeting 
shall be mailed to each stockholder of 
record at least 20 days prior to the date 
of such meeting, and shall contain a full 
statement of the voluntary liquidation 
proposal or shall have incorporated in 
it by reference and attached thereto a 
complete copy of the plan of liquidation 
developed by the directors of the asso¬ 
ciation. A favorable vote of at least 
two-thirds of the stockholders of the as¬ 
sociation, at the special meeting called 
as herein provided, shall be necessary 
for the approval of the proposed liqui¬ 
dation. Such approval shall be evi¬ 
denced by a resolution of the stockhold¬ 
ers approving in its entirety the plan of 
liquidation developed by the directors 
and authorizing and instructing the of¬ 
ficers of the association to do all things 
necessary to carry into effect the liqui¬ 
dation and render the plan of liquida¬ 
tion effective. The secretary-treasurer 
shall certify to the action taken at the 
meeting of the stockholders, and his cer¬ 
tificate shall set out the resolution 
adopted by the stockholders authorizing 
the liquidation of the association and 
the fact that the number of stockholders 
voting for the motion in the assembled 
meeting constituted at least two-thirds 
of the stockholders of record of the as¬ 
sociation on the date of the meeting. 

§ 11.1019 Procedure for obtaining 
consent of Administration. Upon com¬ 
pletion of the stockholder action, two 
certified true copies of the resolution and 
two copies of the plan, together with the 
charter of the association, should be for¬ 
warded to the bank. The association 
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shall be examined by a farm credit ex¬ 
aminer as soon as possible following 
receipt by the bank of the liquidation 
plan. After the examination is made, 
the bank should forward to the Admin¬ 
istration one copy of the resolution and 
plan, together with the charter of the 
association, and its recommendations in 
the matter with the supporting reasons 
for such recommendations. If the Ad¬ 
ministration consents to the plan, no¬ 
tices of such consent, setting forth the 
effective date of the liquidation and any 
other requirements of the Administra¬ 
tion, will be sent to the bank and to the 
association. 

§ 11.1020 Completing liquidation. 
Upon receipt of notice of consent from 
the Administration, the association shall 
immediately take the necessary action to 
liquidate its affairs, as required by the 
plan of liquidation and the consent 
thereto. When the necessary action has 
been completed, evidence thereof in the 
form required by the Administration in 
its written consent to the liquidation 
shall be transmitted to the bank, and, if 
the bank is satisfied that all require¬ 
ments of the plan have been carried out, 
such evidence shall be forwarded to the 
Farm Credit Administration. If the Ad¬ 
ministration is satisfied that all liquida¬ 
tion steps have properly been taken, it 
will advise the bank, and the bank upon 
receipt of such advice shall cancel the 
stock held by the association in the 
bank and thereupon issue its stock to 
the borrowers through the association 
pursuant to the provisions of 12 U. S. C. 
966. The Administration should be noti¬ 
fied when the cancellation and reissu¬ 
ance of stock have been completed by 
the bank. 

§ 11.1021 Disposition of association 
records. Upon completion of liquida¬ 
tion. the books and records of the asso¬ 
ciation shall be forwarded to the office of 
the resident farm credit examiner for 
final examination; provided, however, 
that upon the written request of the sec¬ 
retary-treasurer of the association, such 
final examination shall be made at the 
association's office prior to the release of 
the books and records by the association. 
Upon completion of the examination, the 
books and records will be forwarded to 
the Administration by the resident farm 
credit examiner. 

INVOLUNTARY LIQUIDATION 

§ 11.1022 Method of liquidation. Any 
association may be liquidated by the re¬ 
tirement by a bank, with the approval of 
the Administration, of all the stock held 
by the association in the bank and the 
retirement of the corresponding shares of 
stock in the association. In the absence 
of special circumstances, approval will 
not be given to a liquidation by this 
method unless the association has less 
than 10 members and it appears to the 
satisfaction of the Administration that 
the association cannot or will not func¬ 
tion and that its continuance will not 
serve a useful purpose. 

§ 11.1023 Action by bank. The board 
of directors of the bank shall take ap¬ 
propriate action to adopt a resolution re¬ 
questing approval of the Administration 


to pay off at par and retire all stock held 
by the association in the bank. The 
resolution should specifically state that, 
in the judgment of the board, it is ad¬ 
visable for the benefit and best interests 
of the association members and those 
engaged in agriculture in the territory 
of such association that all stock held by 
the association in the bank and all cor¬ 
responding shares of stock in the associa¬ 
tion held by borrowers through it should 
be retired and the association liquidated. 
In the event an association is unable to 
pay its indebtedness in full, the resolu¬ 
tion should further state the considera¬ 
tion the bank has given to the enforce¬ 
ment of the liability of the stockholders 
for the payment of the association’s 
debts and the conclusion reached. 

§ 11.1024 Certification by officer of 
bank. The appropriate bank offieer shall 
certify to the action taken at the meet¬ 
ing of the board of directors, and his cer¬ 
tificate shall set out the resolution 
adopted by the board. 

5 11.1025 Approval by Administra¬ 
tion. Upon completion of the board's 
action, a certified copy of the resolution, 
accompanied by a detailed statement of 
facts concerning the condition, opera¬ 
tions. and prospects of the association, 
should be forwarded to the Administra¬ 
tion. Upon approval or disapproval of 
the bank’s request by the Administra¬ 
tion, notice of such decision will be sent 
to the bank. Upon receipt of approval 
notice, the bank shall take the necessary 
action to pay off at par and retire the 
stock held by the association in the bank, 
and when such action has been com¬ 
pleted, the bank shall notify the Ad¬ 
ministration. The Administration will 
advise the association of the retirement 
by the bank of its stock. 

§ 11.1026 Distribution of assets: com¬ 
pleting liquidation. The Administration 
will advise the association of the retire¬ 
ment by the bank of its stock. Upon re¬ 
ceipt of this information the association 
shall have recorded on its books the 
retirement of the corresponding stock of 
the association held by the borrowers; 
determine by agreement with the bank 
the amount of contingent liabilities in¬ 
curred by the association on account of 
endorsed mortgages and include such 
amount in the liabilities of the associa¬ 
tion ; apply all assets of the association to 
the extent necessary to the payment of 
its liabilities; distribute any remaining 
assets to its stockholders, or their succes¬ 
sors in interest, of record on the books of 
the association as of the effective date of 
liquidation, pro rata according to their 
respective shareholdings; and return the 
charter of the association to the bank for 
transmittal to the Administration for 
cancellation. 

§ 11.1027 Examination; disposition of 
books and records. Upon completion of 
liquidation, the books and records of the 
association shall be forwarded to the 
office of the resident farm credit exam¬ 
iner for final examination: Provided , 
however , That upon the written request 
of the secretary-treasurer of the associa¬ 
tion, such final examination shall be 
made at the association’s office prior to 


the release of the books and records by 
the association. Upon completion of the 
examination, the books and records will 
be forwarded to the Administration by 
the resident farm credit examiner. 

ELIGIBLE MEMBERS 

§ 11.1028 Eligibility determined by 
location of land. A farm owner shall be 
eligible to membership in the national 
farm loan association within whose char¬ 
tered territory any part of the land to 
be mortgaged is located, regardless of the 
applicant’s place of residence. If the 
farm to be mortgaged lies within the 
territory of two or more associations, the 
applicant shall be eligible to join any one 
of the associations, but if the lands to be 
mortgaged are not adjoining, they will be 
treated as a single farm for loan pur¬ 
poses only if the separate units are under 
common management and are in such 
proximity to each other as to constitute 
practically one operative agricultural 
unit. 

§ 11.1029 Husband or wife as sole 
owner. When husband and wife both 
sign a mortgage but one or the other is 
sole owner, the one in whose name the 
title stands is the one who is eligible to 
membership in the association. 

5 11.1030 Joint owners. In cases of 
joint ownership, each owner who as¬ 
sumes personal liability for a loan must 
be elected to membership in the associa¬ 
tion through which the loan is made and 
the association stock must be issued 
jointly to all such owners. 

§ 11.1031 Livestock corporations. 
Corporations engaged in the raising of 
livestock are eligible to become members 
of national farm loan associations. If 
a livestock corporation which is eligible 
for a loan purchases property mortgaged 
to a land bank it may, with the approval 
of the bank, assume the mortgage and 
stock interests of the vendor. If an 
association approves the application of a 
livestock corporation, the corporation 
itself should be elected to membership 
and the association stock issued in its 
name. The corporation must authorize, 
by power of attorney, one of its share¬ 
holders to act for it in all association 
matters. The person so authorized to 
act for the corporation may be elected 
a director of the association, provided he 
is a bona fide resident of the territory 
within which the association is author¬ 
ized to do business. The power of attor¬ 
ney referred to should be so drawn that 
it will continue in full force and effect 
until the association has received an¬ 
other power of attorney to supersede the 
old one or until the old power has been 
revoked. 

§ 11.1032 Other corporations. In the 
event a corporation becomes the pur¬ 
chaser of the mortgaged property, while 
it may assume the payment of the exist¬ 
ing mortgage, it cannot become a mem¬ 
ber of or an actual stockholder in an 
association unless it qualifies as engaged 
in the raising of livestock. However, any 
corporation may purchase the equity of 
redemption of the original borrower in 
such stock and thereby become entitled 
to any dividends on said stock and ulti¬ 
mately to the proceeds thereof. Stock 
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that has been so purchased cannot be 
transferred on the stock certificate book 
of the association, but the fact that an 
assignment has been made may be noted 
on the back of the certificate so that the 
proceeds, including the dividends, may 
be paid the person equitably entitled 
thereto. The original owner, so far as 
the association is concerned, remains 
the stockholder whether the purchaser 
of the equity does or does not agree to 
assume the liability. 

§ 11.1033 Voting by proxy. Voting by J 
proxy shall not be permitted at stock¬ 
holder’s meetings of associations unless 
the proxy holder is (a) the person au¬ 
thorized to act for a livestock corpora¬ 
tion owning the stock, (b) a joint owner 
of the stock, or (c) the husband or wife 
of the owner of the stock. In the latter* 
case, said husband or wife shall not be 
eligible to any office in the association. 


Part 19 —Fees and Charges on Loans 

ASSOCIATION FEES 

Sec. 

19.220 Applications. 

19.221 Closed loans. 

19.222 Additional and refunding loans. 

BANK FEES 

19.223 Applications. 

19.224 Applications on specialized farms. 

19.225 Appraisals. 

19.226 Additional and refunding loans. 

19.227 Divisions of loans. 

19.228 Nonresident investigations. 

19.229 Partial releases. 

19.230 Release of personal liability. 

19.231 Forebearance agreements. 

19.232 Reamortizations. 

19.233 Reinstatement of loans. 

19.234 Reinstatement of loans after bank¬ 

ruptcy proceedings. 

Authority: §§ 19.220 to 19.234 issued under 
secs. 11 '‘Third’', 13 “Ninth”, 39 Stat. 369, 
372, as amended; 12 U. S. C. 761 “Third”. 781 
“Ninth”. 


a new, additional, or refunding bank 
loan: Provided , however , That if no 
association appraisal is made after a fee 
provided for in this section has been 
collected, the amount of such fee shall be 
refunded. 

§ 19.221 Closed loans. Except as pro¬ 
vided in § 19.222, when a bank loan is 
closed, associations may collect a closed 
loan fee in an amount which, when 
added to the association application fee 
already collected, will equal but not ex¬ 
ceed 1 percent of the amount of the bank 
loan closed. 

§ 19.222 Additional arid refunding 
loans. Where, upon the basis of an ap¬ 
plication in which there is offered as se¬ 
curity property which is mortgaged, in 
whole or in part, to a bank, the Corpora¬ 
tion, or both, a bank loan is closed 
through an association which endorsed 
the outstanding bank loan, the associa¬ 
tion may, whether the transaction is 
completed by way of a supplemental loan 
or a rewriting of the outstanding loan, 
collect a closed loan fee which, when 
added to the association application fee 
already collected, will not exceed 1 per¬ 
cent of the amount which represents 
other than unmatured principal of the 
outstanding bank loan as of the date of 
the application. Where, upon the basis 
of such an application, a bank loan is 
closed through a different association 
than that which endorsed the outstand¬ 
ing bank loan, or through any associa¬ 
tion if only a loan held by the Corpora¬ 
tion was outstanding, the association 
may collect a closed loan fee which, 
when added to the association applica¬ 
tion fee already collected, will not exceed 
1 percent of the amount for which it 
endorses the bank loan or bank purchase 
money mortgage. 

BANK FEES 


Note: 55 19.220 to 19.234 are from Federal 
Land Bank Manual and corresponding sec¬ 
tion numbers in manual are Included as part 
of code section number following decimal. 

Where the word “bank” appears alone, it 
refers to a Federal land bank, all other banks 
being properly identified by name: the word 
“Corporation” refers to the Federal Farm 
Mortgage Corporation: the word “associa¬ 
tion” refers to a national farm loan associa¬ 
tion: and the word “Administration” refers 
to the Washington office of the Farm Credit 
Administration. 

ASSOCIATION FEES 

§ 19.220 Applications . Associations 
may collect an association application 
fee of not more than $5 in connection 
with each application: Provided , how¬ 
ever, That the amount of any such fee 
shall not exceed 1 percent of the amount 
of the loan applied for. If the property 
offered as security is subject to any out¬ 
standing mortgage loan or loans held by 
the bank, the Corporation, or both, re¬ 
gardless of the amount stated in the 
application, the application fee shall be 
based on an amount applied for which 
includes the unmatured principal, as of 
the date of the application, of such out¬ 
standing mortgage loan or loans. The 
application fee may be collected at the 
time the application is filed. It may be 
retained by the association regardless of 
whether the loan is rejected or closed as 


§ 19.223 Applications. The banks 
may collect an application fee of not to 
exceed $10 on each application. 

§ 19.224 Applications on specialized 
farms. In the case of applications for 
loans (or increased loans or divisions of 
loans) on specialized farms of certain 
types, such as turpentine farms, ranches, 
and orchards, where appraisal costs are 
unusually high, the banks may establish, 
subject to the approval of the Land Bank 
Commissioner, special additional fees in 
recognition of the higher cost of ap¬ 
praisal of such property. 

§ 19.225 Appraisals. The fee deposits 
authorized by these regulations should 
be retained by the bank if an appraisal 
is made of the property, but in any such 
case where an appraisal is not made, the 
fee should be refunded in its entirety to 
the applicant. Where a reappraisal is 
required because of delay of the appli¬ 
cant or is made at his request, the appli¬ 
cant may be required to pay a second fee. 

§ 19.226 Additional and refunding 
loans. In connection with applications 
for additional or refunding loans, 
whether or not additional security is 
offered, the bank may require that a fee 
or not more than $10 be submitted with 
the application. 


§ 19.227 Divisions of loans. A fee of 
$5 may be charged in connection with 
each application for the division of an 
existing loan. 

§ 19.228 Nonresident investigations. 
Where, in connection with an applica¬ 
tion for a new loan, an increased loan, 
or the division of an existing loan, it ap¬ 
pears necessary for the bank to make a 
nonresident personal investigation, the 
applicant may be required to pay a fee 
of $7.50, such fee to be refunded in its 
entirety to the applicant if the investi¬ 
gation is not made. 

§ 19.229 Partial releases. A fee of 
$10 may be charged in connection with 
each application for a partial release of 
the mortgaged security, but the fee 
should be returned to the applicant in 
its entirety if an appraisal is not made. 
Provision may be made, subject to the 
approval of the Land Bank Commis¬ 
sioner, for additional fees in the case of 
applications for releases in connection 
with specialized farms. 

§ 19.230 Release of personal liability. 
Where, upon transfer of title to the 
mortgaged property, an application is 
made for release from personal liability, 
the bank may require a fee of $10 in 
connection with each application, such 
fee to be refunded in its entirety to the 
applicant in the event an appraisal of 
the property is not made. 

§ 19.231 Forbearance agreements. 
No fees may be charged in connection 
with forbearance agreements but bor¬ 
rowers may be charged with direct out¬ 
lays for determination of title including 
filing of notarial expense. 

§ 19.232 Reamortizations. An 
amount not to exceed actual costs, such 
as abstract, notarial, recording and nec¬ 
essary incidental items, incurred in con¬ 
nection with a reamortization, may be 
charged the borrower. 

§ 19.233 Reinstatement of loans. 
When a bank or the Corporation has 
instituted foreclosure or has taken steps 
necessary preliminary to foreclosure, it 
may require a borrower who wishes to 
reinstate such defaulted loan, to reim¬ 
burse it for any items of actual expense 
which it legally could include in its 
foreclosure fee; but no fee may be 
charged upon a reinstatement for any 
items of expense which legally could not 
be included in the foreclosure fee (such 
as purely collection costs) even though 
the amount of such outside items is less 
than the charges which could lawfully 
be imposed were the foreclosure to be 
completed. 

§ 19.234 Reinstatement of loans after 
bankruptcy proceedings. If under the 
laws in force in a particular State the 
bank or Corporation may legally condi¬ 
tion its reinstatement of a loan called 
for foreclosure upon the borrower’s pay¬ 
ing, or agreeing to pay, reasonable at¬ 
torney’s fees actually incurred in 
defending proceedings instituted by the 
borrower under section 75 of the Bank¬ 
ruptcy Act, the collection of these fees 
from the defaulting borrower may be 
made a condition of reinstatement. Re- 
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appraisal costs may be included in the 
reinstatement fee. 

(seal] Carl Colvin, 

Acting Land Bank Commissioner. 

[F. R. Doc. 53-7141; Filed, Aug. 12. 1953; 
8:55 a. in. \ 


Chapter III—Farmers Home Adminis¬ 
tration, Department of Agriculture 

Subchapter B—Farm Ownership Loans 
|FHA Instruction 405.21 

Part 372 —Security Servicing and Liqui¬ 
dations; Farm Ownership Loans 

SUBPART B—TRANSFERS OF FARMS WITH 
RELEASE FROM PERSONAL LIABILITY 

Subpart B, Part 372, Title 6. Code'of 
Federal Regulations <12 F. R. 9462), is 
revised to read as follows: 

Sec. 

372.21 General. 

372.22 Delegation of authority. 

372.23 General terms and conditions relat¬ 

ing to farm transfers. 

372.24 Other matters affecting preliminary 

arrangements and closing. 

372.25 Preparation of transfer docket in 

county office. 

372.26 Approval and closing of transfers. 

Authority : § 5 372.21 to 372.26 issued under 
Bee. 41 (i). 60 Stat. 1066, sec. 4 (c). 64 Stat. 
100; 7 U. S. C. 1015 (1). 40 U. S. C. 442 (c). 
Interpret or apply secs. 2 (b), 41 (g), 60 
Stat. 1063, 1065, sec. 2 (f), 64 Stat. 99; 7 
U. S. C. 1001 (note), 1015 (g). 40 U. S. C. 
440 (f). Other statutory provisions inter¬ 
preted or applied are cited to text in paren¬ 
theses. 

§ 372.21 General. This subpart pre¬ 
scribes the authorities, policies, and pro¬ 
cedures for transfers of Farm Ownership 
farms to approved applicants, with re¬ 
leases of the transferors from personal 
liability, in accordance with titles I and 
IV of the Bankhead-Jones Farm Ten¬ 
ant Act. as amended, and section 2 (f) 
of the Rural Rehabilitation Corporation 
Trust Liquidation Act. Also, it provides 
for extending financial assistance to en¬ 
able transferees of farms transferred 
hereunder to pay equity, or to develop or 
enlarge them into efficient family-type 
farm-management units. 

(a) Applicability. Farms which may 
be transferred under this subpart are 
those farms which are security for: 

(1) Direct loans made from title I 
funds. 

<2) Credit sales of farms pursuant to 
sections 43 and 51 of the Bankhead- 
Jones Farm Tenant Act, as approved 
July 22, 1937. or as amended or Public 
Law 563. 79th Congress, which are clas¬ 
sified under Farm Ownership. 

*3) Direct loans or credit sales by a 
State Rural Rehabilitation Corporation 
or under transfer agreements with the 
Secretary of Agriculture, provided there 
is in effect an agreement entered into 
between the Government and the State 
Rural Rehabilitation Corporation or 
other authority, pursuant to section 2(f) 
of the Rural Rehabilitation Corporation 
Trust Liquidation Act, Public Law 499, 
8lst Congress, which are classified under 
Farm Ownership. 


(4) Loans made from Loans. Grants, 
and Rural Rehabilitation funds for farm 
development (Farm and Home Improve¬ 
ment, Special Real Estate, or Farm De¬ 
velopment loans), which are classified 
under Farm Ownership. 

(5) Loans or credit sales of farms by 
or on behalf of Defense Relocation Cor¬ 
porations and Land Leasing and Land 
Purchasing Associations, the accounts of 
which are considered to be Government 
accounts, and are classified under Farm 
Ownership. 

§ 372.22 Delegation of authority. The 
State Director, subject to the policies 
and procedures prescribed herein, is 
hereby authorized to: 

(a) Approve the transfer of a Farm 
Ownership farm. 

<b) Modify the terms of contracts, 
agreements, and other loan instruments 
held by the Farmers Home Administra¬ 
tion. 

(c) Release transferors of farms from 
personal liability with respect to their 
Farm Ownership indebtedness. 

(d) Cause instruments of record to be 
modified, released, or discharged. 

§ 372.23 General terms and conditions 
relating to farm transfers —(a) General 
policies. The transfer of a farm may be 
effected provided all of the following 
conditions exist: 

(1) The farm is suitable for use in 
furtherance of title I and the loan is 
classified under Farm Ownership. 

(2) All the real estate covered by the 
security instrument will be transferred. 

(3) The transferees are eligible for 
assistance under title I. 

(4) The transfer can be consummated 
on terms under which the transferors 
will be released from further personal 
liability with respect to their outstanding 
Farm Ownership indebtedness when the 
transaction is closed. 

(b) Elements of transfers. The trans¬ 
fer of a farm under this subpart will 
consist of: 

(1) A conveyance of the farm by the 
transferors to the transferees, with the 
consent of the Farmers Home Admin¬ 
istration and subject to the mortgage(s) 
held by the Farmers Home Administra¬ 
tion. Such conveyance will be by war¬ 
ranty deed, executed by the transferors 
at the time of closing the transaction, 
on a form prepared or approved by a 
representative of the Office of the Solic¬ 
itor. However, if the transferors ac¬ 
quired their title by quitclaim deed from 
the Farmers Home Administration or its 
predecessors, a special warranty deed 
will be used, warranting against title 
defects arising subsequent to acquisition 
of the property by the transferors. 

(2) The simultaneous assumption by 
the transferees of personal liability for 
payment of the entire or an agreed 
amount of the transferors’ outstanding 
Farm Ownership indebtedness to w r hich 
the farm is subject. Such assumption 
of indebtedness will be accomplished 
through the use of one or more Forms 
FHA-97, “Agreement for Assumption of 
Indebtedness/* which will be executed by 
the transferees at the time of closing 
to evidence the obligations assumed by 
them and will be executed by the State 


Director subsequent to closing to evi¬ 
dence the consent of the Farmers Home 
Administration to the transaction. 

(3) The release of the transferors 
from further personal liability with re¬ 
spect to their outstanding Farm Owner¬ 
ship indebtedness on terms not more 
favorable than those recommended by 
the County Committee. To effect such 
release. Form FHA-437, “Release from 
Personal Liability/* will be executed by 
the State Director subsequent to closing 
for delivery to the transferors. The 
notes, bonds, or other instruments evi¬ 
dencing the transferors’ Farm Owner¬ 
ship obligations will not be surrendered 
except in cases in w'hich a new note and 
mortgage are executed by the trans¬ 
ferees covering the obligations assumed. 
The transferors’ security instrument(s) 
will not be released from record, except 
in a case w’here a new’ note and security 
instrument are executed by the trans¬ 
ferees. 

(c) Amount of indebtedness to be 
assumed. In all cases, the transferees 
will assume personal liability for pay¬ 
ment of such portion of the transferors’ 
outstanding Farm Ownership indebted¬ 
ness as does not exceed the value of the 
property being transferred. 

<d> Value of property to be trans¬ 
ferred. For the purpose of this subpart, 
the value of the property being trans¬ 
ferred will be deemed to be equal to its 
fair and reasonable value (including any 
planned improvements) as recertified by 
the County Committee, less all expenses 
for improvement or enlargement, or 
both, to be incurred by the transferees. 
If any title I loan funds remaining in 
the transferors’ supervised bank account 
are to be transferred with the farm the 
amount thereof will be deducted from 
the expenses mentioned. 

(e> Transferees * interest rate. The 
transferees will pay interest on the total 
amount of the assumed indebtedness, in¬ 
cluding both unpaid principal and ac¬ 
crued interest, at the same rate(s) 
charged the transferors under the trans¬ 
ferors’ instrument(s) of debt. If the 
amount of the outstanding Farm Owner¬ 
ship indebtedness exceeds the value of 
the property to be transferred, the trans¬ 
fer may involve financial loss to the 
Government. In such case, if the trans¬ 
ferees are to assume liability for obli¬ 
gations incurred by the transferors which 
bear different rates of interest, the loss 
to the Government will be sustained first 
on the obligation bearing the lower rate 
of interest. Losses will be taken first on 
accrued interest and then on principal. 

(f) Transfer involving payment of 
equity to transferors. If the value of the 
property (see § 372.23 (d)) exceeds the 
amount of the outstanding Farm Owner¬ 
ship indebtedness, the transferees will 
assume liability for the payment of the 
full amount of the outstanding Farm 
Ownership indebtedness, and may pay to 
the transferors such amount of equity as 
agreed upon by the transferors and 
transferees and approved by the State 
Director. 

(1) The amount of real estate equity 
payment will not exceed the difference 
between the amount of the outstanding 
Farm Ownership indebtedness and the 
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value of the property (see § 372.23 (d)) 
which is being transferred. 

(2> A transfer will not be approved if 
in connection therewith the transferors 
and transferees arrange for sale to the 
transferees of crops or other property 
for a consideration greater than the fair 
market value thereof as determined by 
the State Director. 

(3) Any amount paid by the trans¬ 
ferees to the transferors for growing 
crops or for chattels will not be consid¬ 
ered as a part of the real estate equity. 
Any such amount(s) should be paid at 
the time of closing the transfer; how r - 
ever, the State Director may approve ar¬ 
rangements for payment from the pro¬ 
ceeds of crop sales, provided no lien 
against the real estate will result and 
the arrangements will not interfere with 
the transferees* ability to discharge cur¬ 
rently the real estate obligations w’hich 
they assume. In no event will payment 
for growing crops or chattels be paid 
from Farm Ownership loan funds. 

(4) Settlement in full of the trans¬ 
ferors* real estate equity, in the amount 
approved by the State Director, should 
be made by the transferees at the lime 
of closing the transfer. If. however, the 
equity is being paid wjth subsequent 
Farm Ownership loan funds, the pay¬ 
ment will not be made until the repre¬ 
sentative of the Office of the Solicitor 
determines that the subsequent loan is 
properly secured and advises that the 
loan funds may be so used. Payments 
should not be made prior to the date of 
closing the transfer. 

(5) The transferors and transferees 
must make full disclosure on Form 
FHA-923, '‘Certifications Concerning 
Transfer of Farm Ownership Farm,'* for 
consideration by the State Director of 
the amount to be paid for real estate 
equity and also the amount(s) to be paid 
for growing crops or chattels. Any 
agreements and understandings other 
than the amount (s) to be paid also w T ill 
be disclosed in wTiting and attached to 
Form FHA-923. Failure to make such 
disclosures for consideration by the State 
Director may subject the transferors and 
transferees, and failure to report any 
agreement in addition to those evidenced 
by the transfer docket may subject 
Farmers Home Administration employ¬ 
ees, to prosecution under certain crimi¬ 
nal statutes of the United States, includ¬ 
ing Title 18 U. S. C., sections 1001 and 
1014. The County Supervisor is respon¬ 
sible for informing the transferors and 
transferees regarding these matters. 

(6) Payment for the real estate 
equity will be made by the transferees 
either with personal funds, other assets, 
or with the proceeds of a subsequent 
Farm Ownership loan, or any combina¬ 
tion thereof. 

(7) Any debt(s), other than the Farm 
Ownership indebtedness, owed by the 
transferors to the Farmers Home Ad¬ 
ministration should be satisfied, to the 
extent possible, out of any payment(s) 
made to the transferors in connection 
with the transfer, and proper arrange¬ 
ments made for payment of any bal¬ 
ance (s) remaining unpaid. 

(g) Subsequent loans to transferees. 
When required for payment of equity to 
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the transferors or to develop or enlarge 
the unit so as to create an efficient 
family-type farm, a subsequent loan may 
be made in connection with a transfer 
in accordance with Part 333 of this 
chapter and § 372.25 <k). If the unit 
being transferred represents an asset of 
a State Rural Rehabilitation Corpora¬ 
tion, the subsequent loan must be made 
from Corporation funds. 

<h) Transferees * payment period. 
Obligations assumed by transferees will 
be retired within the remaining period 
of time provided in the earliest matur¬ 
ing notes, bonds, or agreements executed 
by the transferors in connection with 
their obligations, unless the County Com¬ 
mittee recommends that a longer pay¬ 
ment period be established for the 
transferees and the State Director de¬ 
termines that such action is necessary. 
However, in no case will the State 
Director approve a payment period for 
the transferees which exceeds either the 
shortest period which he deems to be 
necessary or a period of forty years from 
the date of Form(s) FHA-97. 

(i) Transferees ' first installments . 
The transferees* first installment will be 
made payable on December 31 following 
the date of Form(s) FHA-97. The pay¬ 
ment schedule established in Form(s) 
FHA-97 will provide as nearly as pos¬ 
sible for retirement of the assumed in¬ 
debtedness through payment, by the 
transferees of equal annual installments. 
However, if the transferees will not have 
been in possession of the farm for a full 
crop year prior to the due date estab¬ 
lished for the first installment, will not 
receive the benefits of the crop grown 
during that year, and will not have other 
funds with which to pay a full annual 
installment, the State Director may ap¬ 
prove a first installment in such amount 
(less than an annual installment) as he 
determines the transferees will be able 
to pay. 

(j) Transferees 9 payment plan. 
Transferees will be required to make pay¬ 
ments in the same manner as new bor¬ 
rowers. Transferees assuming a loan 
which was approved on or after Novem¬ 
ber 1, 1946. will not be required to 
execute Form FHA-165, "Variable Pay¬ 
ment Agreement." However, if the loan 
being assumed was approved prior to 
November 1, 1946, the transferees will 
be required to execute Form FHA-165. 
unless they elect the fixed basis for 
payments. 

(Secs. 1 (a). 2 (b). 3 (b). 42 (d), 44 (b). 
48, 60 Stat. 1072. 1073, 1074. 1067. 1069. 1070, 
sec. 1. 62 Stat. 534; 7 U. S. C. 1001 (a). 1002 
(b), 1003 (b). 1016 (d). 1018 (b). 1022) 

§ 372.24 Other matters affecting pre¬ 
liminary arrangements and closing — 
(a) Disposition of Farm Ownership loan 
funds unexpended by transferors. Any 
Farm Ownership loan funds remaining 
in the supervised bank account of the 
transferors, to the extent necessary to 
cover approved expenditures, will be 
transferred to a supervised bank account 
established for the transferees at the 
time of closing the transfer. Any addi¬ 
tional Farm Ownership loan funds re¬ 
maining in the transferors* supervised 
bank account will be returned as a re¬ 
fund on the transferors’ Farm Owner¬ 


ship indebtedness prior to requesting a 
statement of the transferors* Farm Own¬ 
ership account from the Area Finance 
Office. 

(b) Loan funds obligated for trails - 
ferors. If funds have been obligated in 
favor of the transferors for deferred farm 
development, and such funds have not 
been advanced, the obligation must be 
canceled. Withdrawing funds obligated 
for the transferors for the purpose of 
making them available to the trans¬ 
ferees is prohibited. 

(c> Farm development or enlargement 
needs . In each transfer case, consider¬ 
ation will be given to, and provision 
made for, such farm development or 
enlargement as is necessary to bring the 
unit up to minimum Farm Ownership 
standards. If necessary, a subsequent 
Farm Ownership loan will be processed 
in favor of the transferees to complete 
the planned farm development as re¬ 
flected in the Farm Development Plan 
of the transferors or to perform farm 
development items or enlargement de¬ 
termined at the time of the transfer to 
be necessary to make the unit an efficient 
family-type farm. Such a subsequent 
loan will be processed simultaneously 
with the transfer. 

(d) Taxes. Payment of taxes for the 
year in which the transfer takes place 
should be considered by the transferors 
and transferees in making preliminary 
arrangements regarding terms of the 
transfer. Any agreement for proration 
of the tax payment(s) should be noted 
in Item 9 of Form FHA-922, "Farm 
Transfer Information." If an agree¬ 
ment is reached to prorate the current 
year’s taxes, the arrangement should 
provide for a cash payment by the trans¬ 
ferors from personal funds to the trans¬ 
ferees in the agreed amount at the time 
of closing. 

(e) Property insurance . Property in¬ 
surance in effect in the name of the 
transferors may be canceled as of the 
date of transfer and new coverage taken 
in the name of the transferees, effective 
the same date. However, arrangements 
may be made by the transferors and 
transferees whereby, upon conveyance 
of the property, any unexpired policy of 
property insurance will be assigned 
(with the consent of the insurer) to the 
transferees. Any agreement with re¬ 
spect to assignment of the property in¬ 
surance should be noted in Item 10 of 
Form FHA-922, "Farm Transfer In¬ 
formation." Payment by the transferees 
to the transferors of an agreed amount 
for assignment of the unexpired prop¬ 
erty insurance policy will not be paid 
from Farm Ownership loan funds. 

(f) Rent. If all or any part of the 
property is rented at the time of the 
transfer, arrangements between the 
transferors and transferees should pro¬ 
vide for an,equitable disposition of the 
rents to be collected. Any understand¬ 
ing between them with respect to shar¬ 
ing such rents should be noted in Item 12 
of Form FHA-922. 

(g) Collections on pending transfers. 
The transferors and transferees must 
agree that when collections are made 
between the date of the certified state¬ 
ment of account obtained in connection 
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with the transfer and the date of closing 
the transfer, such collections will be 
scheduled in the name of the trans¬ 
ferees. Such an agreement is included 
in Form FHA-923. With respect to any 
such collections, Form FHA-37, “Re¬ 
ceipt for Payment/’ will be written in 
the name of the transferees. 

(h) Title defects. A supplementary 
title examination will be required to de¬ 
termine whether any claims against the 
property have arisen without the ap¬ 
proval of the Farmers Home Administra¬ 
tion subsequent to recording of the 
security instruments held by the Farmers 
Home Administration which secure pay¬ 
ment of the obligations being assumed 
by the transferees. Prior to conveyance, 
the transferors must remove with per¬ 
sonal funds any such claims. 

(i) Transfer expenses . The transfer 
of a farm which does not require 
enlargement ordinarily will involve ex¬ 
penses for supplementary title examina¬ 
tion. revenue stamps on the deed if a 
substantial equity is conveyed, public 
records search for personal charges 
against the transferees, and recordation 
of the transfer deed. Such expenses 
should be paid by the transferors from 
personal funds. If circumstances re¬ 
quire, they may be paid by the trans¬ 
ferees either from personal funds or from 
a service fee if one is included in a sub¬ 
sequent loan to the transferees. 

(j) Title insurance. A new policy of 
mortgagee’s title insurance need not be 
obtained with respect to the land cov¬ 
ered by the security instrument(s) held 
by the Farmers Home Administration 
unless the representative of the Office of 
the Solicitor advises that the transaction 
is such that the existing policy of mort¬ 
gagee’s insurance becomes void. The 
advantages of an owner’s policy should 
be explained to the transferees, but they 
should be permitted to elect whether 
they will procure a new one, pay from 
personal funds the title company’s 
charges for effecting an assignment of 
the transferors’ owner’s policy, or dis¬ 
pense with owner’s title insurance. If 
the farm being transferred is to be en¬ 
larged, title clearance on the new tract 
will be effected. 

(k) Loan limitations. If a subsequent 
loan is involved in connection with a 
transfer, the transferees’ investment in 
the farm will be computed as in the case 
of an initial Tenant Purchase loan and 
the loan limitations prescribed in Sub¬ 
part B, Part 311 of this chapter will be 
applicable. If no subsequent loan is in¬ 
volved, the loan limitations prescribed 
in Subpart B. Part 311 of this chapter 
do not apply in connection with the 
transfer. 

(Secs, l (a). 2 (b), 3 (a) and <b). 42 (d). 
44 (b), 48. 60 stat. 1072. 1073. 1074, 1067, 
1069. 1070; 7 U. S. C. 1001 (a). 1002 (b), 
1003 (a) and (b), 1018 (d), 1018 (b), 1022) 

§ 372.25 Preparation of. transfer 
docket in county office —(a) Preliminary 
arrangements between transferors and 
transferees. The transferors and trans¬ 
ferees. in collaboration with the County 
Supervisor, should reach preliminary un¬ 
derstandings as to the terms under which 
they desire to consummate the transfer, 
taking into consideration Farmers Home 


Administration policies applicable to 
farm transfers. When preliminary ar¬ 
rangements, satisfactory to them and 
consistent with such policies have been 
agreed upon, their proposed trans¬ 
action will be referred to the County 
Committee for recommendations and 
certification. 

<b) Tentative transfer date. In se¬ 
lecting a tentative date for effecting the 
transfer, reasonable allowance must be 
made for all foreseeable time require¬ 
ments, such as time required by the 
County Committee for its deliberations, 
procurement of a statement of account, 
completion of the transfer docket, con¬ 
sideration by the State Field Representa¬ 
tive, processing in the State Office, 
preparation of closing instructions, title 
clearance, and compliance with closing 
instructions. Transfers will be closed, 
if possible, on the actual date designated 
by the State Director and entered on 
Form FHA-97. If it is not possible to 
consummate the transfer on this date, 
it will be closed as soon thereafter as 
possible, effective as of the designated 
date. In no event will the closing be 
effected prior to the date approved by 
the State Director and entered on Form 
FHA-97. 

(c) Computation of equity. The 
transferors and transferees may arrive 
at the amount of equity that the trans¬ 
ferees propose to pay to the transferors. 
However, if the County Supervisor is 
requested by the transferors or trans¬ 
ferees to assist them in arriving at the 
amount ol the transferors’ equity he will 
render such assistance. In arriving at 
the amount of equity which he would 
recommend as adequate, the County 
Supervisor should take into considera¬ 
tion the amount of the outstanding Farm 
Ownership indebtedness, the available 
appraisal information, the operational 
history of the farm since the original 
loan was made, and any other infor¬ 
mation available to him. In no event 
will the transfer be approved if the 
amount of equity payment exceeds the 
difference between the amount of the 
outstanding Farm Ownership indebted¬ 
ness and the value of the property (see 
§ 372.23 (d)) which is to be transferred. 

(d) Certifications concerning transfer 
of Farm Ownership farm. In each 
transfer case the transferors and trans¬ 
ferees will execute an original and one 
copy of Form FHA-923. If a real estate 
equity payment is involved, the amount 
thereof will be entered on Form FHA- 
923 in the space provided therefor in 
paragraph numbered 1. In case all or 
any part of the real estate equity pay¬ 
ment is to be made in property, it will 
be necessary that a determination be 
made as to the value of such property 
and the amount(s) thereof will be en¬ 
tered on Form FHA-923 in the spaces 
provided therefor in paragraph num¬ 
bered 1. If no equity payment is in¬ 
volved, a zero will be entered in the space 
provided therefor on Form FHA-923. 
There will also be entered on Form FHA- 
923 in paragraphs numbered 2 and 3 
any amounts to be paid to the trans¬ 
ferors for growing crops and for chattels. 
If the County Supervisor and State Field 
Representative agree with the amount 
of real estate equity and the amount(s) 


for growing crops and chattels, if any. 
reflected on Form FHA-923, they will 
sign the original of the form in the space 
for their respective signatures. 

<e) Computation of transferors' out¬ 
standing Farm Ownership indebtedness . 
The Area Finance Office will prepare a 
statement of the transferors’ account on 
Form FHA-835, showing separately the 
date and amount of each advance. The 
amount of unpaid principal, accrued in¬ 
terest, and daily interest accrual may be 
shown by totals for advances which bear 
the same interest rate. The County 
Committee will be informed of the total 
amount of the unpaid principal and the 
amount of interest that will accrue on 
the transferors’ Farm Ownership loan as 
of the proposed date of transfer. 

(f) Earning capacity reports. A cur¬ 
rent earning capacity report will be pre¬ 
pared on Form FHA-596. “Earning 
Capacity Report,” in connection with all 
proposed farm transfers which involve: 

(1) A loss to the Government, unless 
there is available an earning capacity 
report which was prepared within one 
year prior to recertification of the farm 
by the County Committee, and there 
have been no significant physical 
changes in the farm subsequent to prep¬ 
aration of the report. 

(2) A subsequent loan to the trans¬ 
ferees, provided Part 333 of this chapter 
requires the submission of a current 
earning capacity report. 

(g) Review by County Committee. 
The County Committee’s deliberations 
will include, among other things: 

(1) A determination as to whether the 
transferees should assume liability for 
the full amount of the outstanding Farm 
Ownership indebtedness, considering the 
amount of the debt (principal and in¬ 
terest) calculated to the proposed date 
of transfer, and the amount and pro¬ 
posed use of any Farm Ownership loan 
funds unexpended by the transferors 
which are being held for transfer to the 
supervised bank account of the trans¬ 
ferees. 

(2) Personal examination of the farm. 

(3) Review of earning capacity re¬ 
ports, operating records, and Farm De¬ 
velopment Plans. 

(4) Investigation of the eligibility, 
including credit resources of the trans¬ 
ferees. 

(5) Consideration of matters perti¬ 
nent to releasing the transferors in full 
from personal liability with respect to 
their Farm Ownership indebtedness. 

(h> Certification of applicant and 
farm by County Committee. If the 
the County Committee desires to rec¬ 
ommend transfer of the farm, it will 
certify with respect to the transferees 
and the farm on Form FHA-499, “Re¬ 
certification by County Committee.’* 
Form FHA-499 will be completed as fol¬ 
lows : 

(1) The legal description of the com¬ 
plete farm proposed for acquisition and 
development by the transferees will be 
entered in Item 5. Thus, if the farm 
proposed for transfer is to be enlarged, 
the farm with respect to which certifica¬ 
tion is made will include land in addition 
to that which secures payment of the 
transferors’ indebtedness. 
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(2) The amount which the County 
Committee finds to be the fair and rea¬ 
sonable value of the farm described in 
Item 5, based on its normal earning ca¬ 
pacity after contemplated improvements 
are made, will be entered in Item 6. If 
a subsequent Farm Ownership loan to 
the transferees is involved? the amount 
entered in Item 6 must not exceed the 
average value of efficient family-type 
farm-managament units in the county, 
as determined by the Secretary of Agri¬ 
culture. 

(3) Item 7 will be completed if a sub¬ 
sequent loan to the transferees is in¬ 
volved; Items 7 and 9 will be stricken if 
no subsequent Farm Ownership loan to 
the transferees is involved. 

(4) The County Committee’s recom¬ 
mendation as to the amount of the out¬ 
standing Farm Ownership indebtedness, 
which should be assumed by the trans¬ 
ferees will be entered in Item 8. If 
assumption of liability for the full 
amount outstanding (principal and in¬ 
terest) is recommended, the word 
•‘ALL,” will be inserted; otherwise, the 
amount recommended will be entered. 

(i) If the transfer involves an equity 
payment to the transferors, the trans¬ 
ferees must assume liability for the full 
amount of the outstanding indebtedness. 

(ii) If no equity payment to the 
transferors is involved, the transferees 
will be expected to assume liability for 
an amount equal to the fair and reason¬ 
able value of the farm, based upon its 
normal earning capacity, as certified in 
Item 6. less all expenses of enlargement 
and development to be incurred by the 
transferees except such expenses as will 
be paid from any Farm Ownership funds 
remaining in the transferors’ supervised 
bank account which are approved for 
transfer with the farm. 

(5) If the County Committee believes 
that the transferees cannot be expected 
reasonably to retire the real estate obli¬ 
gations to be assumed within the period 
of time remaining under the transferors’ 
existing agreement (s) with the Govern¬ 
ment. the County Committee will rec¬ 
ommend the shortest period of time fol¬ 
lowing consummation of the transfer in 
which the transferees can be expected 
to retire the obligations. The County 
Committee will attach to Form FHA-499 
a written statement indicating the facts 
which, in the County Committee’s opin¬ 
ion. necessitate extension of the repay¬ 
ment period. If a subsequent Farm 
Ownership loan is made to the trans¬ 
ferees in connection with the transfer, 
the subsequent loan will be amortized so 
as to mature within one year of. but not 
later than, the due date of the final in¬ 
stallment under the assumption agree¬ 
ment. 

(i) Release from personal liability. 
In connection with all transfers, the 
County Committee must recommend 
terms for release of the transferors from 
personal liability upon closing of .the 
transaction. Such recommendation and 
certification will be made in a separate 
signed statement or signed rider which 
will be attached to Form FHA-499. If 
the County Committee feels that a cer¬ 
tification as to the good faith of the 
transferors is unwarranted, a transfer 
at less than the full amount of the out¬ 


standing Farm Ownership indebtedness 
cannot be approved and, therefore, will 
not be recommended by the County Com¬ 
mittee under this subpart. In such case, 
a method of liquidation other than trans¬ 
fer will be used. 

(j) Transfer docket. The transfer 
docket forms will be prepared in the 
County Office, and except as otherwise 
provided by this subpart will include 
Forms FHA-197. “Application for FHA 
Services”; FHA-308, “Initial Family 
Status Report”; FHA-596, “Earning Ca¬ 
pacity Report”; FHA-14, “Farm and 
Home Plan”; FHA-14A, “Long-Time 
Farm and Home Plan”; FHA-317, 
“Agreement”; FHA-499, “Recertification 
by County Committee”; FHA-835, “Cer¬ 
tified Statement of Account”; FHA-165. 
“Variable Payment Agreement”; FHA- 
923. “Certifications Concerning Transfer 
of Farm Ownership Farm”; FHA-922, 
“Farm Transfer Information”; “Recom¬ 
mendation of County Committee for Re¬ 
lease of Transferors”; and FHA-476, 
“Transmittal and Flow Sheet.” 

(k) Preparation of subsequent loan 
docket. If a subsequent Farm Owner¬ 
ship loan is requested in connection with 
the transfer, the subsequent loan docket 
will contain all forms which are required 
in Part 333 of this chapter, except Form 
FHA-176, “Request for Reamortization 
of Farm Ownership Loan.” Form FHA- 
493. “Equity Determination and Tract 
Valuation,” and those which are con¬ 
tained in the transfer docket. In such 
cases. Form FHA-499, “Recertification 
by County Committee.” contained in the 
transfer docket, will eliminate the neces¬ 
sity of including Form FHA-491. “County 
Committee Certification,” in the subse¬ 
quent loan docket. 

(Secs. 1 (a), 2 (b), 3 (a) and (b). 42 (d). 
44 (a) (3). 44 (b). 48. 60 Stat. 1072, 1073, 
1074. 1067. 1066. 1069. 1070; 7 U. S. C. 1001 
(a). 1002 (b). 1003 (a) and (b). 1016 (d). 
1018 (a) (3). 1018 (b). 1022) 

§ 372.26 Approval and closing of 
transfers —(a) Review by State Field 
Representative. The State Field Repre¬ 
sentative will, in each case in which he 
considers it necessary, inspect the farm, 
interview the transferees, and discuss 
with them their plan of operation. If 
the State Field Representative recom¬ 
mends the transfer, his recommenda¬ 
tions will be entered on Form FHA-476 
in the space headed “Comments of Ap¬ 
proving Officials.” The State Field Rep¬ 
resentative will sign Form FHA-923 in 
the space provided therefor, initial his 
recommendations on Form FHA-476, 
and forward the docket to the State Di¬ 
rector. If he does not recommend the 
transfer, he will return the docket to the 
County Supervisor with his comments. 

(b) Actions by State Office. The State 
Director will review the docket and other 
material pertaining to the case and will 
ascertain whether the transfer should 
be approved or disapproved. If the 
State Director agrees with the amount of 
real estate equity proposed for payment 
and the amount(s) for growing crops 
and chattels, if any, he will indicate his 
approval by signing Form FHA-923, in 
the space provided therefor. In connec¬ 
tion with his review, the State Director 
will designate the date on which convey¬ 


ance of the farm will take place. fllie 
date selected also will be the date on 
which the transferees will assume per¬ 
sonal liability and the transferors will 
be released therefrom. If the State 
Director determines the transfer should 
be approved, he will prepare Form FHA- 
97 and Form FHA-437. However, in 
North Carolina and Wisconsin, if the 
farm represents an asset of the State 
Rural Rehabilitation Corporation and 
the proposed transfer is for less than the 
full amount of the outstanding Farm 
Ownership indebtedness, the State Di¬ 
rector, prior to preparing Form FHA-97 
and Form FHA-437, will obtain the 
written consent of the appropriate officer 
of the Corporation, which written con¬ 
sent will be placed in the transferees’ 
State Office case folder. If a subsequent 
Farm Ownership loan to the transferees 
in connection with the transfer is in¬ 
volved. the State Director will sign the 
original of Form FHA-668, “Loan Agree¬ 
ment and Request for Funds.” The 
State Director or his delegate will pre¬ 
pare a memorandum to the appropriate 
representative of the Office of the Solic¬ 
itor, a copy of which will be forwarded to 
the appropriate County Supervisor. The 
memorandum will include: 

(1) A full statement of the terms and 
conditions under which transfer of the 
farm is to be consummated, including 
the date assigned by the State Director 
for conveyance of the property, terms 
governing release of the transferors from 
personal liability, terms approved for 
payment of equity, if any; 

(2) A statement of the State Direc¬ 
tor’s determination as to the eligibility 
of the transferees, including their in¬ 
ability to obtain credit; 

(3) An indication of any differences 
between the transaction as proposed in 
the county and the transaction as ap¬ 
proved by the State Director; and 

(4) A request for preparation of 
necessary legal instruments and closing 
instructions for use by the County 
Supervisor. 

(c) Legal review and closing instruc¬ 
tions. Upon receipt and review of the 
docket, the representative of the Office 
of the Solicitor, if he approves the pro¬ 
posed transaction as to legality, will 
prepare closing instructions, and such 
legal documents as will be required in 
connection with closing, except those 
which the closing instructions may indi¬ 
cate are to be prepared by a local at¬ 
torney, if one is to supervise the closing, 
and forward them to the County Super¬ 
visor. Except in Louisiana, the trans¬ 
ferees will not be required to execute a 
mortgage or other security instrument 
to secure the obligations covered by 
assumption agreements. However, if the 
State Director deems it desirable in par¬ 
ticularly complicated cases, he may re¬ 
quire a promissory note, bond, mortgage, 
or other security instrument in addition 
to Form FHA-97. In Louisiana, the 
transferees will execute a new mortgage, 
which will be effective simultaneously 
with the deed of conveyance, as security 
for the obligations assumed under the 
assumption agreement. The transferees 
also will execute such supplementary 
evidences of debt as may be necessary 
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for proper identification of the debt with 
the new mortgage. 

(d) Closing transfer. The County 
Supervisor will proceed with closing the 
transfer, and the subsequent loan if one 
is involved in conection with the trans¬ 
fer. in accordance with the closing in¬ 
structions transmitted to him by the 
representative of the Office of the So¬ 
licitor. If for any reason he is unable 
to do this, he will advise the representa¬ 
tive of the Office of the Solicitor before 
proceeding further. When the trans¬ 
ferees have signed the original and one 
copy of Form FHA-97, the deed of con¬ 
veyance has been filed for record, and 
the closing instructions otherwise ful¬ 
filled. the County Supervisor will trans¬ 
mit to the representative of the Office of 
the Solicitor information and documents 
pertinent to the closing as required by 
the closing instructions. The County 
Supervisor will process Form FHA-497, 
“Notification of First Payment Date,” in 
connection with any subsequent loan. 
If the representative of the Office of the 
Solicitor finds that the requirements of 
the closing instructions have been sat¬ 
isfied properly, he will so certify to the 
State Director. The State Director then 
will execute, on behalf of the Govern¬ 
ment, Form FHA-97 and Form FHA-437. 
Execution of Form FHA-97 will consti¬ 
tute the State Director’s formal approval 
of the transfer. Form FHA^137 will be 
delivered to the transferors as evidence 
of their release from personal liability. 

[seal] R. B. McLeaish. 

Administrator, 

Farmers Home Administration. 

July 31. 1953. 

Approved: 

True D. Morse, 

Acting Secretary of Agriculture. 

IP. R. Doc. 53-7122; Piled. Aug. 12, 1953; 

8:51 a. m.] 


Chapter IV—Production and Market¬ 
ing Administration and Commodity 
Credit Corporation, Department of 
Agriculture 

Subchapter C—Loans, Purchases, and Other 
Operations 

11953 C. C. C. Grain Price Support Bulletin 1, 
Supp. 1, Arndt. 1. Grain Sorghums! 

Part 601— Grains and Related 
Commodities 

Subpart— 1953 Crop Grain Sorghums 
Loan and Purchase Agreement Pro¬ 
gram 

SETTLEMENT 

The regulations issued by the Com¬ 
modity Credit Corporation, (18 F. R. 
1969), containing the specific regula¬ 
tions for the 1953-crop grain sorghums 
price support program are hereby 
amended as follows: 

Section 601.135 (a) (2) is amended by 
deleting the period at the end thereof, 
inserting a colon and adding: “Provided, 
however , That if such grain sorghums 
are sold by CCC in order to determine 
the market price the settlement value 
shall not be less than such sales price.” 
No. 158-3 


(Sec. 4, 62 Stat. 1070. as amended; 15 U. S. C. 
Sup. 714b. Interprets or applies sec. 5, 62 
Stat. 1072. seos. 301. 401, 63 Stat. 1053; 15 
U. S. C. Sup. 714c, 7 U. S. C. Sup. 1447. 1421) 

Issued this 10th day of August 1953. 

I seal 1 Howard H. Gordon. 

Executive Vice President , 
Commodity Credit Corporation. 

Approved: 

John H. Davis, 

President , 

Commodity Credit Corporation. 

fP. R. Doc. 53-7137; Piled. Aug. 12. 1953; 
8:54 a. m.] 


[1953 C. C. C. Grain Price Support Bulletin 1, 
Supp. 1, Amdt. 1, Oats] 

Part 601— Grains and Related 
Commodities 

Subpart —1953 Crop Oats Loan and 
Purchase Agreement Program 

settlement 

The regulations issued by the Com¬ 
modity Credit Corporation (18 F. R. 
1973), containing the specific regulations 
for the 1953-crop oats orice support pro¬ 
gram are hereby amended as follows: 

Section 601.160 (a) (2) is amended by 
deleting the period at the end thereof, 
inserting a colon and adding: “ Provided , 
however , That if such oats are sold by 
CCC in order to determine the market 
price the settlement value shall not be 
less than such sales price.” 

(Sec. 4. 62 Stat. 1070, as amended; 15 U. S. C. 
8up. 714b. Interprets or applies sec. 5, 62 
Stat. 1072. secs. 301, 401, 63 Stat. 1053; 15 
U. S. C. Sup. 714c, 7 U. S. C. Sup. 1447, 1421) 

Issued this 10th day of August 1953. 

[seal] Howard H. Gordon, 
Executive Vice Preside7it t 
Commodity Credit Corporation. 

Approved: 

John H. Davis, 

President , 

Commodity Credit Corporation. 

(P. R. Doc. 53-7138; Filed, Aug. 12. 1953; 
8:54 a. m.J 


11953 C. C. C. Grain Price Support Bulletin 1, 
Supp. 1, Amdt. 1, Rye] 

Part 601— Grains and Related 
Commodities 

Subpart— 1953 Crop Rye Loan and 
Purchase Agreement Program 

SETTLEMENT 

The regulations issued by the Com¬ 
modity Credit Corporation (18 F. R. 
1979), containing the specific regulations 
for the 1953-crop rye price support pro¬ 
gram are hereby amended as follows: 

Section 601.210 (a) (2) is amended by 
deleting the period at the end thereof, 
inserting a colon and adding: “Provided, 
however. That if such rye is sold by CCC 


in order to determine its market price 
the settlement value shall not be less 
than such sales price.” 

(See. 4, 62 Stat. 1070, as amended: 15 U. S. C. 
Sup. 714b. Interprets or applies sec. 5. 62 
Stat. 1072. secs. 301, 401, 63 Stat. 1053; 15 
U. S. C. Sup. 714c, 7 U. S. C. Sup. 1447, 1421) 

Issued this 10th day of August 1953. 

[seal! Howard H. Gordon, 

Executive Vice President, 
Commodity Credit Corporation. 

Approved: 

John H. Davis, 

President, 

Commodity Credit Corporation. 

IF. R. Doc. 53-7139: Filed. Aug. 12, 1953; 
8:54 a m.] 


TITLE 7—AGRICULTURE 

Chapter IX—Production and Mar¬ 
keting Administration (Marketing 
Agreements and Orders), Depart¬ 
ment of Agriculture 

I Docket No. AO-240] 

Part 985— Milk in the Muskegon, 
Michigan, Marketing Area 

order regulating handling 


Sec. 

985.0 

Findings and determinations. 


definitions 

985.1 

Act. 

985.2 

Secretary. 

985.3 

U. S. D. A. 

985.4 

Person. 

985.5 

Muskegon, Michigan, marketing 


area. 

985.6 

Pool plant. 

985.7 

Handler. 

985.8 

Producer. 

985.9 

Producer-handler. 

985.10 

Other source milk. 

985.11 

Cooperative association. 

985.12 

Base. 

985.13 

Base milk. 

985.14 

Excess milk. 
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985.20 
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985.21 

Powers. 

985.22 

Duties. 


REPORTS, RECORDS, AND FACILITIES 

985.30 

Monthly reports of receipts and 


utilization. 

985.31 

Other reports. 

985.32 

Records and facilities. 

985.33 

Retention of records. 


CLASSIFICATION 

985.40 

Skim mUk and butterfat to be 


classified. 

985.41 

Classes of utilization. 

985.42 

Shrinkage. 

985.43 

Transfers. 

985.44 

Responsibility of handlers. 

985.45 

Computation of skim milk and 


butterfat in each class. 

985.46 
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985.47 
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985.50 
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985.51 
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RULES AND REGULATIONS 


DETERMINATION OF UNIFORM PRICE 

gee. 

985.60 Handler operating a plant which is 

not a pool plant. 

985.61 Computation of value of producer 

milk for each handler. 

985.62 Computation of the 3.5 percent 

value of all producer milk. 

985.63 Uniform price. 

085.64 Excess milk price. 

985.65 Computation of the base milk price, 

985.66 Notification. 

BASE RULES 

985.70 Determination of base. 

985.71 Application of bases. 

PAYMENT FOR MILK 

985.80 Time and method of payment. 

985.81 Producer butterfat differential. 

985.82 Producer-equalization fund. 

985.83 Payments to the producer-equali¬ 

zation fund. 

985.84 Payments out of the producer- 

equalization fund. 

985.85 Expense of administration. 

985.86 Marketing services. 

ADJUSTMENT OF ACCOUNTS 

985.90 Payments. 

985.91 Overdue accounts. 

APPLICATION OF PROVISIONS 

985.100 Milk caused to be delivered by co¬ 

operative associations. 

985.101 Handler exemption. 

985.102 Producer-handler. 

TERMINATION OF OBLIGATIONS 

985.110 Termination of obligations. 

EFFECTIVE TIME, SUSPENSION, OR TERMINATION 

985.120 Effective time. 

985.121 When suspended or terminated. 

985.122 Continuing obligation. 

985.123 Liquidation. 

MISCELLANEOUS PROVISIONS 
985.130 Agents. 

085.131 Separability of provisions. 

Authority: §§ 985.1 to 985.131 issued un¬ 
der sec. 5. 49 Stat. 753, as amended; 7 U. S. C. 
and Sup. 608c. 

§ 985.0 Findings and determinations — 

(a) Findings upon the basis of the hear¬ 
ing record. Pursuant to the provisions 
of the Agricultural Marketing Agreement 
Act of 1937, as amended (7 U. S. C. 601 
et seq.), and the applicable rules of prac¬ 
tice and procedure, as amended, govern¬ 
ing the formulation of marketing agree¬ 
ments and marketing orders (7 CFR Part 
900), a public hearing was held upon a 
proposed marketing agreement and a 
proposed order regulating the handling 
of milk in the Muskegon, Michigan, 
marketing area. Upon the basis of the 
evidence introduced at such hearing and 
the record thereof, it is found that: 

(1) The said order and all of the terms 
and conditions thereof, will tend to 
effectuate the declared policy of the act; 

(2) The parity prices of milk produced 
for sale in the said marketing area as 
determined pursuant to section 2 of the 
act are not reasonable in view of the 
price of feeds, available supplies of feeds 
and other economic conditions which 
affect market supplies of and demand 
for such milk, and the minimum prices 
specified in the order are such prices as 
will reflect the aforesaid factors, insure a 
sufficient quantity of pure and whole¬ 
some milk and be in the public interest; 

<3) The said order regulates the han¬ 
dling of milk in the same manner as and 


is applicable only to persons in the re¬ 
spective classes of industrial and com¬ 
mercial activity specified in a marketing 
agreement upon which a hearing has 
been held; 

(4) All milk and milk products han¬ 
dled by handlers, as defined in this 
order, are in the current of interstate 
commerce or directly burden, obstruct, or 
affect interstate commerce in milk or its 
products; and 

(5) It is hereby found that the neces¬ 
sary expenses of the market administra¬ 
tor for the maintenance and functioning 
of such agency will require the payment 
by each handler, as his pro rata share of 
such expense. 4 cents per hundredweight 
or such amount not exceeding 4 cents 
per hundredweight as the Secretary may 
prescribe, with respect to all receipts 
within the month of milk from pro¬ 
ducers and other source milk which is 
classified as Class I milk. 

(b) Additional findings. In view of 
the fact that this order will constitute 
the original imposition of a regulatory 
program of this nature for the market, 
the provisions other than those relating 
to prices and payments to producers 
should be put into effect prior to the 
effective date of the provisions relating 
to prices and payments to producers, in 
order that handlers may have opportu¬ 
nity to make necessary adjustments in 
their accounting and other operational 
procedures to conform with all provisions 
of the order. Reasonable time will have 
been afforded parties to prepare to com¬ 
ply with the aforesaid provisions. It is 
hereby found and determined, in view 
of the aforesaid facts and circumstances 
that good cause exists for making all of 
the terms and provisions of this order 
except §§ 985.22 (j), 985.50 through 
985.66, 985.80 through 985.84, and 985.86 
through 985.91 effective on September 1, 
1953 and that it would be contrary to 
the public interest to delay such effec¬ 
tive date beyond that specified. 

(c) Determinations. It is hereby de¬ 
termined that handlers (excluding co¬ 
operative associations of producers who 
are not engaged in processing, distribut¬ 
ing or shipping milk covered by this order 
which is marketed within the Muskegon, 
Michigan, marketing area) of more than 
50 percent of the milk which is marketed 
within the said marketing, area, refused 
or failed to sign the proposed marketing 
agreement regulating the handling of 
milk in the said marketing area, and it 
is hereby further determined that: 

(1) 'The refusal or failure of such han¬ 
dlers to sign said proposed marketing 
agreement tends to prevent the effectua¬ 
tion of the declared policy of the act; 

(2) The issuance of this order is the 
only practical means, pursuant to the de¬ 
clared policy of the act, of advancing the 
interests of producers of milk which is 
produced for sale in the said marketing 
area; and 

(3) The issuance of this order is ap¬ 
proved or favored by at least two-thirds 
of the producers who participated in a 
referendum on the question of approval 
of its issuance and who during the deter¬ 
mined representative period (April, 1953) 
were engaged in the production of milk 
for sale in the said marketing area. 


Order relative to handling. It is 
therefore ordered that on and after the 
effective date hereof the handUng of milk 
in the Muskegon, Michigan, marketing 
area shall be in conformity to and in 
compliance with the following terms and 
conditions as set forth below. 

DEFINITIONS 

§ 985.1 Act. “Act 1 ' means Public Act 
No. 10, 73d Congress, as amended and as 
reenacted and amended by the Agricul¬ 
tural Marketing Agreement Act of 1937, 
as amended (7 U. S. C., 601 et seq.). 

§ 985.2 Secretary. “Secretary” means 
the Secretary of Agriculture of the United 
States, or any other officer or employee 
of the United States, authorized to ex¬ 
ercise the powers or to perform the 
duties of the Secretary of Agriculture. 

§ 985.3 U. S. D: A. “U. S. D. A.” 
means the United States Department of 
Agriculture. 

§ 985.4 Person. “Person” means any 
individual, partnership, corporation, as¬ 
sociation, or any other business unit. 

§ 985.5 Muskegon, Michigan, market¬ 
ing area. “Muskegon, Michigan, mar¬ 
keting area” referred to in this subpart 
as the “marketing area” means all terri¬ 
tory, including incorporated municipali¬ 
ties, within Muskegon County and within 
the outer boundaries of the following 
townships of Ottaw r a County, in the 
State of Michigan: 

Chester. Polkton. 

Crockery. Spring Lake. 

Grand Haven. 

§ 985.6 Pool plant. “Pool plant” 
means a plant (except one which is 
exempted pursuant to § 985.101) from 
which either (1) 20 percent or more of 
the total milk received at such plant dur¬ 
ing the month is disposed of in the mar¬ 
keting area as Class I other than to 
another pool plant, or (2) 20 percent or 
more of the total milk received from 
dairy farmers at such plant during the 
month is moved to a pool plant(s) as 
described in (1) above. 

§ 985.7 Handler. “Handler” means: 

(a) A person who operates a pool plant 
or a plant in w r hich milk is pasteurized 
or packaged and from which Class I 
milk is disposed of in the marketing area. 

(b) A cooperative association with re¬ 
spect to milk customarily received by a 
handler as described under paragraph 
(a) of this section, which is diverted to 
a non-handler for the account of the 
association. 

§ 985.8 Producer. “Producer” means 
any dairy farmer whose milk is delivered 
from his farm to a pool plant, or to any 
other plant by diversion from a pool 
plant for the account of a handler. 

§ 985.9 Producer-handler. “Produc¬ 
er-handler” means a person who is 
a handler and who produces milk, but 
receives no milk from other producers or 
from a cooperative association. 

§ 985.10 Other source milk. “Other 
sourcq milk” means all skim milk and 
butterfat in any form received at a 
handler’s plant other than from pro¬ 
ducers or from a pool plant. 
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§9S5.11 Cooperative association. “Co¬ 
operative association” means any co¬ 
operative marketing association of pro¬ 
ducers, duly organized as such under the 
laws of any State, which the Secretary 
determines: 

(a) Is qualified under the standards 
set forth in the act of Congress of Feb¬ 
ruary 18, 1922, as amended, known as 
the "Capper-Volstead Act”: 

(b) Has full authority in the sale of 
milk of its members: and 

(c) Is engaged in making collective 
sales or marketing milk or its products 
for its members. 

§ 985.12 Base. “Base” means a quan¬ 
tity of milk, expressed in pounds per 
day. determined for each producer as 
provided in $ 935.70. 

5 985.13 Base milk . “Ease milk” 
means milk delivered by a producer each 
month which is not in excess of his base 
multiplied by the number of days on 
which milk is delivered during the 
month, and all milk delivered by a pro¬ 
ducer prior to February 1, 1954. 

g 985.14 Excess milk. “Excess milk” 
means milk delivered by a producer each 
month in excess of his base milk. 

MARKET ADMINISTRATOR 

5 985.20 Designation. The agency 
for the administration of this subpart 
shall be a market administrator, selected 
by the Secretary who shall be entitled 
to such compensation as may be deter¬ 
mined by. and shall be subject to re¬ 
moval by, the Secretary. 

§ 935.21 Powers. The market admin¬ 
istrator shall have the following powers 
with respect to this subpart: 

(a) To administer its terms and pro¬ 
visions: 

<b) To receive, investigate, and report 
to the Secretary complaints of violation; 

<c) To make rules and regulations to 
effectuate its terms and provisions; 

<d) To recommend amendments to 
the Secretary. 

§ 985.22 Duties. The market admin¬ 
istrator shall perform all duties neces¬ 
sary to administer the terms and 
provisions of this subpart, including, but 
not limited to, the following: 

(a) Within 30 days following the date 
on which he enters upon his duties, 
execute and deliver to the Secretary a 
bond, effective as of the date on which he 
enters upon such duties and conditioned 
upon the faithful performance of such 
duties, in an amount and with surety 
thereon satisfactory to the Secretary; 

<b> Employ and fix the compensation 
of such persons as may be necessary to 
enable him to administer its terms and 
provisions; 

(c> Obtain a bond in a reasonable 
amount and with reasonable surety 
thereon covering each employee who 
handles funds entrusted to the market 
administrator; 

( d) Pay, out of the funds provided by 

§ 985.85: 

(1) The cost of his bond and of the 
bonds of his employees, 

<2) His own compensation, and 
<3) All other expenses, except those 
Incurred under § 985.86, necessarily in¬ 
curred by him in the maintenance and 


functioning of his office and in the per¬ 
formance of his duties: 

(e) Keep such books and records as 
w T ill clearly reflect the transactions pro¬ 
vided in this subpart, and. upon request 
by the Secretary, surrender the same to 
such other person as the Secretary may 
designate; 

(f) Publicly announce, unless other¬ 
wise directed by the Secretary, the name 
of any person w f ho, within 10 days after 
the day upon which he Is required to per¬ 
form such acts, has not made (1) repSrts 
pursuant to § 985.30 and § 985.31. or (2) 
payments pursuant to § 985.80 and 
§ 985.83; 

(g) Calculate a base for each producer 
in accordance with § 985.70 and advise 
the producer and the handler receiving 
the milk of such base; 

(h) Submit his books and records to 
examination by the Secretary and fur¬ 
nish such information and reports as 
may be requested by the Secretary; 

(i) Audit records of all handlers to 
verify the reports and payments required 
pursuant to the provisions of this sub- 
part; and 

(j) Publicly announce the prices de¬ 
termined for each month as follows: 

(1) On or before the 5th working day 
of each month, the minimum class prices 
for the preceding month computed pur¬ 
suant to §§ 985.51 and 985.52, and the 
handler butterfat differential computed 
pursuant to § 985.53, and 

(2) On or before the 11th day of each 
month the uniform price, the price for 
base milk and the price for excess milk 
for the preceding month, computed pur¬ 
suant to §§ 985.62, 985.63, and 985.64, 
and the producer butterfat differential 
computed pursuant to § 985.81. 

REPORTS, RECORDS AND FACILITIES 

§385.30 Monthly reports of receipts 
and utilization. On or before the 5th 
working day of each month, each han¬ 
dler who operates a pool plant shall 
report to the market administrator, for 
the preceding month, in the detail and 
on forms prescribed by the market ad¬ 
ministrator, the receipts at his pool 
plant from each of the following sources 
and the quantities of butterfat and skim 
milk contained in such receipts; the 
utilization of such receipts; and such 
other information with respect to such 
receipts and utilization as the market 
administrator may prescribe; 

(a) All producer milk received, includ¬ 
ing diverted producer milk; 

(b) All skim milk and butterfat in 
any form received from each other 
handler; and 

(c) All other source milk received ex¬ 
cept any non-fluid milk product which 
is disposed of in the same form as 
received. 

§ 985.31 Other reports, (a) Each 
producer-handler and each handler who 
does not operate a pool plant shall make 
reports at such time and in such manner 
as the market administrator may re¬ 
quest. 

(b) On or before the 20th day of each 
month each handler who received milk 
from producers shall report his producer 
payroll for the preceding month which 
shall show: 


(1) The pounds of base milk and 
pounds of excess milk received from 
each producer, and the percentage of 
butterfat contained therein; 

(2) The amount and date of payment 
to each producer, or to a cooperative 
association; and 

(3) The nature and amount of each 
deduction or charge involved in the pay¬ 
ments referred to in subparagraph (2) of 
this paragraph. 

§ 985.32 Records and facilities. Each 
handler shall maintain and make avail¬ 
able to the market administrator during 
the usual hours of business, such ac¬ 
counts and records of all of his opera¬ 
tions and such facilities as are necessary 
to verify reports or to ascertain the cor¬ 
rect information with respect to (a) the 
receipts and utilization or disposition 
of all skim milk and butterfat received, 
including all milk products received and 
disposed of in the same form; (b) the 
weights and tests for butterfat. skim 
milk and other contents of all milk and 
milk products handled; and (c) pay¬ 
ments to producers and cooperative 
associations. 

§ 985.33 Retention of records. All 
books and records required under this 
subpart to be made available to the mar¬ 
ket administrator shall be retained by 
the handler for a period of three years 
to begin at the end of the month to 
which such books and records pertain: 
Provided , That, if within such three-year 
period, the market administrator noti¬ 
fies a handler in writing that the reten¬ 
tion of such books and records is neces¬ 
sary in connection with a proceeding 
under section 8c (15) (A) of the act or 
a court action specified in such notice, 
the handler shall retain such books and 
records until further written notification 
from the market administrator. The 
market administrator shall give further 
written notification to the handler 
promptly upon the termination of the 
litigation or when the records are no 
longer necessary in connection there¬ 
with. 

CLASSIFICATION 

§ 985.40 Skim milk and butterfat to 
be classified. All skim milk and butter¬ 
fat received at a pool plant (a) in milk 
from producers or from a cooperative 
association, (b) in any form from other 
handlers and (c) in other source milk 
required to be reported pursuant to 
§ 985.30, shall be classified (separately 
as skim milk and butterfat), in the 
classes set forth in § 985.41. 

§ 985.41 Classes of utilization. Sub¬ 
ject to the conditions set forth in 
§§ 985.42 and 985.43 the classes of utili¬ 
zation shall be as follows: 

(a) Class I utilization shall be all skim 
milk and butterfat (1) disposed of for 
consumption in fluid form as milk, skim 
milk, buttermilk, flavored milk, sweet or 
sour cream, and (2) not accounted for 
as Class II utilization. 

(b) Class II utilization shall be all 
skim milk and butterfat. (1) used to pro¬ 
duce ice cream, ice cream mix, or cottage 
cheese. whole or skimmed condensed or 
evaporated milk (sweetened or unsweet¬ 
ened) in bulk or in hermetically sealed 
cans, cheese, dried whole milk, non-fat 
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dry milk solids, or butter; (2) in actual 
shrinkage of skim milk and butterfat in 
milk received from producers, but not to 
exceed 2 percent of such receipts; (3) in 
actual shrinkage in other source milk; 
and (4) in skim milk authorized by the 
market administrator to be dumped or 
accounted for as disposed of as livestock 
feed. 

§ 985.42 Shrinkage. (a'» If producer 
milk is utilized in conjunction with other 
source milk, the shrinkage shall be allo¬ 
cated pro rata between the receipts of 
skim milk and butterfat in producer milk 
and in other source milk. 

(b) Shrinkage on producer milk shall 
be computed on that quantity of milk re¬ 
ceived directly from producers. Shrink¬ 
age shall be computed on diverted pro¬ 
ducer milk at the plant receiving such 
milk. 

§ 985.43 Transfers, (a) Skim milk 
and butterfat disposed of from a pool 
plant to another pool plant in the form 
of milk, skim milk or cream shall be Class 
I utilization unless Class n utilization is 
indicated by the operators of both plants 
in their reports submitted pursuant to 
§ 985.30: Provided, That in no event shall 
the amount so classified as Class n be 
greater than the amount of producer 
milk used in such class in the pool plant 
of the transferee handler after allocat¬ 
ing other source milk in such plant in 
series beginning with the lowest priced 
utilization. 

(b) Skim milk and butterfat moved 
in the form of milk, skim milk or cream 
from a pool plant to a handler described 
in § 985.101 or to a plant not a pool plant 
shall be Class I utilization unless all of 
the following conditions are met: 

(1) Class II utilization is indicated by 
the operator of the pool plant in his 
report submitted pursuant to § 985.30. 

(2) The operator of such nonpool 
plant in the month of such movement 
had actually used an equivalent amount 
of skim milk and butterfat in Class n, 
or moved such amount to another non¬ 
pool plant which meets the requirements 
of subparagraph (3) of this paragraph 
and utilized in the month an equivalent 
amount of skim milk and butterfat in 
Class II. 

(3) The operator of the nonpool plant 
maintains books and records which are 
made available for examination upon 
request by the market administrator and 
which are adequate for the verification 
of such class II utilization. 

§ 985.44 Responsibility of handlers . 
All skim milk and butterfat shall be clas¬ 
sified as Class I utilization unless the 
handler who first receives such skim milk 
or butterfat proves to the market admin¬ 
istrator that such skim milk or butterfat 
should be classified otherwise. 

5 985.45 Computation of skim milk and 
butterfat in each class. For each month 
the market administrator shall correct 
for mathematical and obvious errors the 
monthly report submitted by each han¬ 
dler and compute the total pounds of 
skim milk and butterfat, respectively, in 
Class I and Class n utilization for each 
handler. 


RULES AND REGULATIONS 

5 985.46 Allocation of butterfat classi¬ 
fied. The pounds of butterfat remaining 
after making the following computations 
shall be the pounds in each class allo¬ 
cated to milk received from producers: 

(a) Subtract from the total pounds of 
butterfat in Class II utilization, the 
pounds of butterfat shrinkage allowed 
pursuant to 5 985.41 (b) (2); 

<b) Subtract from the total pounds of 
butterfat remaining in each class, in 
series beginning with the lowest-priced 
utilisation, the pounds of butterfat in 
other source milk; 

(c) Subtract from the pounds of 
butterfat remaining in each class, the 
pounds of butterfat received from other 
handlers in such classes pursuant to 
§ 985.43 (a); and 

(d) Add to the remaining pounds of 
butterfat in Class II utilization the 
pounds subtracted pursuant to para¬ 
graph (a) of this section; 

<e> If the remaining pounds of butter¬ 
fat in both classes exceed the pounds of 
butterfat in milk received from produc¬ 
ers, subtract such excess from the re¬ 
maining pounds of butterfat in each 
class in series, beginning with the low¬ 
est-priced utilization. 

§ 985.47 Allocation of skim milk 
classified. Allocate the pounds of skim 
milk in each class to milk received from 
producers in a manner similar to that 
prescribed for butterfat in § 985 46. 

MINIMUM PRICES 

§ 985.50 Basic formula price. The 
basic formula price to be used in deter¬ 
mining the price per hundredweight of 
Class I utilization shall be the highest of 
the prices computed pursuant to para¬ 
graphs (a), (b), and (c) of this section, 
section. 

(a) The average of the basic or field 
prices per hundredweight reported to 
have been paid, or to be paid, for milk 
of 3.5 per cent butterfat content received 
from farmers during the month at the 
following plants or places for which 
prices have been reported to the market 
administrator or to the U. S. D. A.: 

Present Operator and Location 

Borden Co.. Mount Pleasant, Mich. 

Carnation Co.. Sparta. Mich. 

Pet Milk Co., Hudson, Mich. 

Pet Milk Co., Wayland. Mich. 

Pet Milk Co., Coopersvllle, Mich. 

Borden Co., GreenviUe, Wis. 

Borden Co.. Black Creek, Wis. 

Borden Co., Orfordville, Wis. 

Borden Co., New London, Wis. 

Carnation Co., Chilton, Wis. 

Carnation Co., Berlin, Wis. 

Carnation Co., Richland Center. Wis. 

Carnation Co.. Oconomowoc, Wis. 

Carnation Co.. Jefferson, Wis. 

Pet Milk Co., New Glarus, Wis. 

Pet Milk Co.. Belleville, Wis. 

White House Milk Co.. Manitowoc, Wis. 

White House Milk Co., West Bend, Wis. 

(b) The price per hundredweight 
computed by adding together the plus 
values computed pursuant to subpara¬ 
graphs (1) and (2) of this paragraph; 

(I) From the simple average, as com¬ 
puted by the market administrator, of 
the daily wholesale selling prices (using 
the midpoint of any price range as one 
price) of Grade A (92-score) bulk 


creamery butter per pound at Chicago 
as reported by the U. S. D. A. during the 
month; subtract 3 cents, add 20 percent 
thereof and multiply by 3.5. 

(2) From the simple average as com¬ 
puted by the market administrator, of 
the weighted averages of carlot prices 
per pound for nonfat dry milk solids, 
spray and roller process, respectively, for 
human consumption, f. o. b. manufac¬ 
turing plants in the Chicago area, as 
published for the period from the 26 th 
day of the immediately preceding month 
through the 25th day of the current 
month by the U. S. D. A., deduct 5.5 
cents and then multiply by 8.2. 

(c) The average of the prices per hun¬ 
dredweight reported to have been paid, or 
to be paid, for milk of 3.5 percent butter¬ 
fat content received from farmers during 
the month at the following plants for 
which prices have been reported to the 
market administrator: 

Carnation Milk Co., Sparta. Mich. 

Saranac Milk Products Co., Saranac, Mich. 

Pet Milk Co.,* Wayland, Mich. 

§ 985.51 Class I milk price, (a) The 
minimum price per hundredweight to be 
paid by each handler, f. o. b. his pool 
plant, for milk of 3.5 percent butterfat 
content received from producers or from 
cooperative associations during the 
month, which is classified as Class I 
utilization shall be the basic formula 
price plus $1.17. 

§ 985.52 Class II Milk Price. The 
minimum price per hundredweight to 
be paid by each handler, f. o. b. his pool 
plant, for milk of 3.5 butterfat content 
received from producers or from a co¬ 
operative association, during the month, 
which is classified as Class II utilization, 
shall be the price per hundredweight 
computed pursuant to § 985.50 (c). 

§ 985.53 Handler butterfat differen¬ 
tials. If the average butterfat content 
of the milk of any handler allocated to 
any class is more or less than 3.5 percent, 
there shall be added to the prices of milk 
for each class as computed pursuant to 
§§ 985.51 and 985.52 for each one-tenth 
of one percent that the average butterfat 
content of such milk is above 3.5 percent, 
or subtracted for each one-tenth of one 
percent that such average butterfat con¬ 
tent is below 3.5 percent, an amount 
equal to the producer butterfat differen¬ 
tial, determined pursuant to § 985.81. 

DETERMINATION OF UNIFORM PRICE 

§ 985.60 Handler operating a. plant 
which is not a pool plant. Each handler 
who operates a plant which is not a pool 
plant during the month shall pay to the 
market administrator for the producer 
equalization fund, on or before the 25th 
day after the end of such month any 
amount resulting from the following 
computation: 

(a) Compute an amount equal to the 
net pool obligation which would be com¬ 
puted pursuant to § 985.61 for milk re¬ 
ceived from dairy farmers at such plant 
for such month if such handler operated 
a pool plant; 

• (b) Deduct the gross payments, inclu¬ 
sive of any premiums but exclusive of 
deductions, made by the handler to dairy 
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farmers for milk received at such plant 
during such month; 

(c> Divide the remainder, if any, by 
the number of hundredweights of milk 
received from dairy farmers and utilized 
for Class I purposes: Provided , That in 
no event shall the resulting amount per 
hundredweight exceed the difference be- 
tween the Class I and Class n prices; and 

(d) Multiply the amount per hundred¬ 
weight determined pursuant to para¬ 
graph (c) of this section by the number 
of hundredweights of Class I milk dis¬ 
posed of from such plant in the market¬ 
ing area. 

§ 985.61 Computation of value of pro- 
ducer milk for each handler . The value 
of producer milk received during the 
month by each handler who operates a 
pool plant shall be a sum of money com¬ 
puted by the market administrator by 
multiplying by the applicable class price, 
adjusted pursuant to § 985.53, the total 
combined hundredweight ol skim milk 
and butterfat received from producers 
allocated to each class pursuant to 
§ 985.46 and § 985.47, adding together 
the resulting amounts, and if such han¬ 
dler has a utilization greater than has 
been accounted for as received from all 
sources, add an amount computed by 
multiplying any such excess utilization 
classified pursuant to § 985.46 (e) and 
§ 985.47 by the applicable class prices. 

§ 985.62 Computation of the 3.5 per¬ 
cent value of all producer milk. For 
each month, the market administrator 
shall compute the 3.5 percent value of 
producer milk by: 

(a) Combining into one total the in¬ 
dividual values of milk of all handlers 
computed pursuant to § 985.61, adjusted 
by any charges or credits pursuant to 
$985.90 (a) and (b). 

(b) Adding, if the weighted average 
butterfat test of all producer milk repre¬ 
sented in paragraph (a) of this section 
is less than 3.5 percent, or subtracting if 
the weighted average butterfat test of 
such milk is more than 3.5 percent, an 
amount computed by multiplying the 
total pounds of butterfat represented by 
the difference of such average butterfat 
test from 3.5 percent by the butterfat 
differential provided in § 985.81 multi¬ 
plied by 10. 

(c) Adding not less than one-half of 
the unobligated balance in the producer- 
equalization fund. 

§ 985.63 Uniform price . For each 
month the uniform price shall be com¬ 
puted by: (a) Dividing the amount 
computed pursuant to § 985.62 by the 
hundredweight of milk received from 
producers represented by the values in¬ 
cluded in § 985.62 (a); and (b) subtract¬ 
ing not less than 6 cents or more than 
7 cents. 

§ 985.64 Excess milk price. For each 
month the excess milk price shall be the 
price of Class n utilization determined 
pursuant to § 985.52, rounded off to the 
nearest full cent. 

$ 985.65 Computation of the base 
milk price, (a) Multiply the total 
Pounds of excess milk and milk to be paid 
for at the excess milk price pursuant to 
* 985.70 (b) by the excess milk price for 
the month. 


(b) Multiply the total amount of milk 
to be paid for at the uniform price by the 
uniform price for the month. 

(c) Subtract the total values arrived 
at in paragraphs (a) and (b) of this sec¬ 
tion from the total 3.5 percent value of 
all producer milk arrived at in § 985.62; 

(d) Divide the resultant value by the 
total hundredweight of base milk and 
milk to be paid for at the base price 
pursuant to § 985.70 (b); and 

(e) Subtract not less than 4 cents nor 
more than 5 cents. The resultant hun¬ 
dredweight price shall be the price of 
base milk of 3.5 percent butterfat con¬ 
tent received at pool plants described in 
§ 985.6. 

§ 985.66 Notification. On or before 
the 12th day after the end of each month 
the market administrator shall notify 
each handler of: 

(a) The amounts and values of his 
milk in each class and the total of such 
amounts and values; 

(b) The base of any producer deliver¬ 
ing milk to the handler which was not 
used in making payments for the previ¬ 
ous month; 

(c) The amount due such handler 
from the producer-equalization fund or 
the amount to be paid by such handler 
to the producer-equalization fund, as the 
case may be; and 

(d) The totals of the minimum 
amounts to be paid by such handler 
pursuant to §§ 985.80, 985.83, 985.85, 
985.86, and 985.90. 

BASE RULES 

§ 985.70 Determination of base, (a) 
A producer who delivered milk on at 
least 122 days during the period August 
1 through December 31, Inclusive, shall 
have a base computed by the market 
administrator to be applicable, subject 
to paragraph (c) of this section, for the 
12 months' period beginning the follow¬ 
ing February 1, equal to his daily average 
milk deliveries from the date on which 
milk was first delivered in the period 
to the end of such period:* Provided , 
That a producer who had a base previous 
to August 1, and whose average of daily 
deliveries for the August 1-December 31 
period is less than such base shall have 
a base computed by subtracting from his 
previous base any amount by which 90 
percent of his previous base exceeds such 
average of daily deliveries. 

(b) A producer who has no base by 
reason of having delivered less than 3 
full months shall be paid, until such 
time as he has been a producer 3 full 
months, the uniform price in each of the 
months of August through December and 
in other months the price applicable to 
base milk for the following percentages 
of his milk deliveries and the price ap¬ 
plicable to excess milk for the remainder 
of his deliveries: 75 percent for January 
and February, 70 percent for March, 60 
percent for April and July, and 40 per¬ 
cent for May and June. At the conclu¬ 
sion of the first 3 full months’ delivery a 
base shall be established in the following 
manner: Multiply the total deliveries in 
the months of August through December 
by 0.8, in January and February by 0.75, 
in March by 0.7, in April and July by 0.6, 
and in May and June by 0.4. Add the 


amounts so computed and divide by the 
number of days in which milk was deliv¬ 
ered-during the three months. 

<c> A producer with a base, by notify¬ 
ing the market administrator that he 
relinquishes such base, may establish a 
new base pursuant to paragraph (b) of 
this section once during the 12-month 
period ending December 31, the period 
for establishing a new base to begin the 
first day of the month in which such 
notification is received by the market 
administrator. 

(d) From the effective date of the 
subpart until bases are established pur¬ 
suant to this section, all milk delivered 
by producers shall be considered to be 
base milk. 

(e) From August 1, 1953, to the 
effective date hereof, deliveries of milk 
by a producer may be certified for the 
purpose of establishing a base hereunder 
by submitting delivery receipts or other 
evidence satisfactory to the market ad¬ 
ministrator. 

§ 985.71 Application of bases, (a) A 
base shall apply to deliveries of milk by 
the producer for whose account.milk 
was delivered during the base period 
and upon death may be transferred to a 
member or members of the deceased 
producer’s immediate family ; 

(b) Bases may be transferred under 
the following conditions upon written 
notice by the holder of the base to the 
market administrator on or before the 
last day of the month that such base is 
to be transferred: 

(1) Upon retirement or entry into 
military service of a producer, the entire 
base may be transferred to a member 
or members of his immediate family. 

(2) Bases may be held jointly and if 
such joint holding is terminated the 
bases may be transferred as specified in 
writing to the market administrator. 

(c) A producer who does not deliver 
milk to a handler for 45 consecutive days 
shall forfeit his base. 

PAYMENT FOR MILK 

§ 985.80 Time and method of pay¬ 
ment. On or before the 15th day after 
the end of each month each handler who 
received milk from producers or from a 
cooperative association shall pay for 
milk received during such month to each 
producer, or to a cooperative association 
for milk received from producers for the 
account of such association, the uniform 
price as provided in § 985.70 (b), or the 
base price for base milk and for milk 
to be paid for at the base price pursu¬ 
ant to § 985.70 (b) and the excess price 
for excess milk and milk to be paid for at 
the excess price pursuant to § 985.70 (b), 
adjusted by the butterfat differential 
pursuant to § 985.81: Provided, That if 
by such date such handler has not re¬ 
ceived full payment for such month pur¬ 
suant to § 985.84 he shall not be deemed 
to be in violation of this section if he 
reduces uniformly to all producers and 
cooperative associations his payments 
per hundredweight by a total amount 
not in excess of the reduction in pay¬ 
ments due from the market administra¬ 
tor; however, the handler shall make 
such balance of payment uniformly to 
those producers to whom it is due on 
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or before the date for making payments 
pursuant to this section next following 
that on which such balance of payment 
is received from the market administra¬ 
tor. 

§ 985.81 Producer butterfat differen¬ 
tial In making payments pursuant to 
§ 985.80, the uniform price, base price 
and excess price shall be increased or de¬ 
creased for each one-tenth of one per¬ 
cent of butterfat content in the milk 
received from each producer or a cooper¬ 
ative association above or below 3.5 per¬ 
cent, as the case may be, by a butterfat 
differential of 7 cents when the average 
price of butter as described in § 985.50 
(b) (1) is 60 cents, which differential 
shall be increased one-half cent for each 
full 5 cents variance in such price of 
butter above 60 cents and decreased 
one-half cent for each full 5 cents var¬ 
iance in such price of butter below 64.99 
cents. 

§ 985.82 Producer-equalization fund. 
The market administrator shall estab¬ 
lish and maintain a separate fund, 
known as the “producer-equalization 
fund" into which he shall deposit all 
payments received pursuant to § 985.83 
and out of which he shall make all pay¬ 
ments pursuant to § 985.84. 

§ 985.83 Payments to the producer- 
equalization fund, (a) On or before the 
13th day after the end of each month, 
each handler whose value of milk is re¬ 
quired to be computed pursuant to 
§ 985.61 shall pay to the market admin¬ 
istrator any amount by which such value 
for such month is greater than the mini¬ 
mum amount required to be paid by him 
pursuant to § 985.80. 

(b) On or before the 25th day after 
the end of each month each handler who 
is required to make payment pursuant 
to § 985.60 shall pay such amount to the 
market administrator. 

§ 985.84 Payments out of the produc¬ 
er-equalization fund. On or before the 
14th day after the end of each month, 
the market administrator shall pay to 
each handler any amount by which the 
value of milk for such handler for the 
month pursuant to 5 985.61 is less than 
the total minimum amount required to 
be paid by him pursuant to § 985.80, less 
any unpaid obligations of such handler 
to the market administrator pursuant to 
§ 985.83: Provided, That if the balance in 
the producer-equalization fund is insuf¬ 
ficient to make all payments to all such 
handlers pursuant to this paragraph, 
the market administrator shall reduce 
uniformly such payments and shall com¬ 
plete such payments as soon as the nec¬ 
essary funds become available. 

§ 985.85 Expense of administration. 
As his pro rata share of the expense of 
administration of this subpart, each 
handler shall pay to the market admin¬ 
istrator on or before the 13th day after 
the end of each month four cents per 
hundredweight, or such amount not ex¬ 
ceeding foui* cents per hundredweight as 
the Secretary may prescribe, with re¬ 
spect to all receipts within the month of 
milk from producers and to other source 
milk which is sold in the marketing area 
as Class I. 


§ 985.86 Marketing services, (a) Ex¬ 
cept as set forth in paragraph (b) of 
this section, each handler, in making 
payments pursuant to § 985.80 for milk 
received from each producer at a plant 
not operated by a cooperative associa¬ 
tion of which such producer is a 
member, shall deduct seven cents per 
hundredweight, or such amount not ex¬ 
ceeding seven cents per hundredweight 
as the Secretary may prescribe, with 
respect to all such milk received during 
the month and, on or before the 13 th 
day after the end of each month, shall 
pay such deductions to the market ad¬ 
ministrator. Such moneys shall be used 
by the market administrator to verify 
weights, samples, and tests of milk re¬ 
ceived from producers and to provide 
producers with market information, 
such services to be performed by the 
market administrator or by an agent 
engaged by and responsible to him. 

(b) In the case of producers whose 
milk is received at a plant not operated 
by a cooperative association of which 
such producers are members, and for 
whom a cooperative association is actu¬ 
ally performing the services described in 
paragraph (a) of this section, as deter¬ 
mined by the Secretary, each handler 
shall make, in lieu of the deductions 
specified in paragraph (a) of this sec¬ 
tion, such deductions from payments 
required pursuant to § 985.80 as may be 
authorized by such producers, and pay 
such deductions on or before the 13th 
day after the end of the month to the 
cooperative association rendering such 
services of which such producers are 
members. 

ADJUSTMENT OF ACCOUNTS 

§ 985.90 Payments. Whenever audit 
by the market administrator of any 
handler’s reports, books, records, or ac¬ 
counts discloses adjustments to be made, 
for any reason, which result in moneys 
due: 

(a) To the market administrator from 
such handler, 

(b) To such handler from the market 
administrator, or 

(c) To any producer or cooperative 
association from such handler, the 
market administrator shall notify such 
handler promptly of any such amount 
due; and payment thereof shall be made 
on or before the next date, following the 
5th day after such notice, for making 
payment set forth in the provision under 
which such error occurred. 

§ 985.91 Overdue accounts. Any un¬ 
paid obligation of a handler or of the 
market administrator pursuant to 
§§ 985.83, 985.85, 985.86. and 985.90 shall 
be increased one-half of one percent on 
the first day of the month next following 
the due date of such obligation and on 
the first day of each month thereafter 
until such obligation is paid. 

APPLICATION OF PROVISIONS 

§ 985.100 Milk caused to be delivered 
by cooperative associations . Milk re¬ 
ferred to in this subpart as received from 
producers by a handler shall include 
milk of producers caused to be delivered 
to such handlers by a cooperative 
association. 


§ 985.101 Handler exemption. A 
handler who operates a plant located 
outside the marketing area from which 
an average of less than 300 points (one 
point being defined as one-half pint of 
cream or one quart of any other Class I 
product) of Class I milk per day is 
disposed of during the delivery period on 
a route(s) operating wholly or partly 
within the marketing area, or a handler 
whom the Secretary finds is subject, 
during the delivery period, to another 
Federal order and whose disposition of 
Class I milk in the other Federal market¬ 
ing area exceeds that in the Muskegon 
marketing area, shall be exempted for 
such delivery period from all provisions 
of this subpart except §§ 985.31, 985.32, 
and 985.33. 

§ 985.102 Producer-handler . A pro¬ 
ducer-handler shall be exempt from all 
provisions of this subpart except that he 
shall make reports to the market admin¬ 
istrator at such time and in such man¬ 
ner as the market administrator may 
request. 

TERMINATIONS OF OBLIGATIONS 

§ 985.110 Termination of obligations. 
(a) The obligation of any handler to 
pay money required to be paid under the 
terms of this subpart shall, except as 
provided in paragraphs (b) and (c) of 
this section, terminate two years after 
the last day of the month during which 
the market administrator receives the 
handler’s report of utilization of the 
milk involved in such obligation, unless 
within such two-year period the market 
administrator notifies the handler in 
writing that such money is due and pay¬ 
able. Service of such notice shall be 
complete upon mailing to the handler’s 
last knowrn address, and it shall contain, 
but need not be limited to, the following 
information: 

(1) The amount of the obligation; 

(2) The month(s) during which the 
milk, with respect to which the obliga¬ 
tion exists, was received or handled; 
and 

(3) If the obligation is payable to one 
or more producers or to a cooperative 
association, the name of such producers 
or associations, or, if the obligation is 
payable to the market administrator, the 
account for which it is to be paid. 

(b) If a handler fails or refuses, with 
respect to any obligation under this sub¬ 
part, to make available to the market 
administrator or his representatives all 
books or records required by this subpart 
to be made available, the market admin¬ 
istrator may, within the two-year period 
provided for in paragraph (a) of this sec¬ 
tion, notify the handler in writing of 
such failure or refusal. If the market 
administrator so notifies a handler, the 
said two-year period with respect to such 
obligation shall not begin to run until 
the first day of the month following the 
month during which such books and rec¬ 
ords pertaining to such obligation are 
made available to the market adminis¬ 
trator or his representative. 

(c) Notwithstanding the provisons of 
paragraphs (a) and (b) of this section, 
a handler’s obligation under this subpart 
to pay money shall not be terminated 
with respect to any transaction involving 
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fraud or wilful concealment of a fact, 
material to the obligation, on the part of 
the handler against whom the obligation 
is sought to be imposed. 

(d) Any obligation on the part of the 
market administrator to pay a handler 
any money which such handler claims to 
be due him under the terms of this sub¬ 
part shall terminate two years after the 
end of the month during which the milk 
involved in the claim was received if an 
underpayment is claimed, or two years 
after the end of the month during which 
the payment (including deduction or set¬ 
off by the market administrator) was 
made by the handler if a refund on such 
payment is claimed, unless such handler, 
within the applicable period of time, files, 
pursuant to section 8c (15) (A) of the 
act, a petition claiming such money. 

EFFECTIVE TIME, SUSPENSION OR 
TERMINATION 

§ 985.120 Effective time . The pro¬ 
visions of this subpart, or of any amend¬ 
ment to this subpart, shall become effec¬ 
tive at such time as the Secretary may 
declare and shall continue in force until 
suspended or terminated. 

§ 985.121 When suspejided or ter¬ 
minated. The Secretary shall, whenever 
he finds that this subpart, or any pro¬ 
vision of this subpart, obstructs or does 
not tend to effectuate the declared policy 
of the act, terminate or suspend the 
operation of this subpart or any such 
provision of this subpart. 

§ 985.122 Continuing obligation. If. 
upon the suspension or termination of 
any or all proyisions of this subpart, 
there are any obligations thereunder the 
final accrual or ascertainment of which 
requires further acts by any person (in¬ 
cluding the market administrator), such 
further acts shall be performed notwith¬ 
standing such suspension or termination. 

§ 985.123 Liquidation. Under the 
suspension or termination of the pro¬ 
visions of this subpart, except this sec¬ 
tion, the market administrator, or such 
other liquidating agent as the Secretary 
may designate, shall if so directed by 
the Secretary, liquidate the business of 
the market administrator’s office, dispose 
of all property in his possession or con¬ 
trol, including accounts receivable, and 
execute and deliver all assignments or 
other instruments necessary or appro¬ 
priate to effectuate any such disposition. 
If a liquidating agent is so designated, 
all assets, books, and records of the 
market administrator shall be trans¬ 
ferred promptly to JBuch liquidating 
agent. If, upon such liquidation, the 
funds on hand exceed the amounts re¬ 
quired to pay outstanding obligations of 
the office of the market administrator 
and to pay necessary expenses of liquida¬ 
tion and distribution, such excess shall 
be distributed to contributing handlers 
and producers, in an equitable manner. 

MISCELLANEOUS PROVISIONS 

§ 985.130 Agents. The Secretary may, 
by designation in writing, name any 
officer or employee of the United States 
to act as his agent or representative in 
connection with any of the provisions of 
this subpart. 


§ 985.131 Separability of provisions. 
If any provision of this subpart, or the 
application to any person or circum¬ 
stances, is held invalid, the application 
of such provision, and of the remaining 
provisions of this subpart, to other per¬ 
sons or circumstances shall not be af¬ 
fected thereby. 

Issued at Washington, D. C., this 7th 
day of August 1953, to be effective as 
follows: §§ 985.0 through 985.22 (i), 

985.30 through 985.47, 985.70 and 985.71, 
985.85, and 985.100 through 985.131 shall 
be effective on and after September 1, 
1953, and all of the remaining terms and 
provisions of this order (§§ 985.22 (j), 
985.50 through 985.66, 985.80 through 
985.84, and 985.86 through 985.91) shall 
be effective on and after October 1, 1953. 

[seal] E. T. Benson, 

Secretary of Agriculture. 

|F. R. Doc. 53-7140: Filed, Aug. 12. 1053; 
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TITLE 15—COMMERCE AND 
FOREIGN TRADE 

Chapter III—Bureau of Foreign and 
Domestic Commerce, Department of 
Commerce 

Subchapter C—Office of International Trade 

16th Gen. Rev. of Export Regs., Amdt. 59 1 1 

Part 368— Mutual Assistance on U. S. 
Imports and Exports (as Applied to 
Selected U. S. Imports) 

Part 373— Licensing Policies and 
Related Special Provisions 

Part 382— Denial or Suspension of 
Export Privileges 

miscellaneous amendments 

1. Section 368.1 Import certificate and 
delivery verification on selected imports 
into the United States paragraph (e) 
Penalties for false statements is 
amended to read as follows: 

(e) Penalties and administrative ac¬ 
tion —(1) False statements. The U. S. 
Code. Title 18 (Crimes and Criminal 
Procedure), section 1001, formerly sec¬ 
tion 80, makes it a criminal offense to 
make a willfully false statement or rep¬ 
resentation to any department or agency 
of the United States as to any matter 
within its jurisdiction. Maximum pen¬ 
alties under this provision are $10,000 
fine or imprisonment for 5 years, or both. 

(2) Shipments violating import cer¬ 
tificate agreement. Any person who 
causes or attempts to cause diversion, 


transshipment, or reexportation of com¬ 
modities contrary to his representations 
made on Form IT-826, Import Certifi¬ 
cate, is subject to disqualification from 
eligibility to obtain certified import cer¬ 
tificates from the Department of Com¬ 
merce. 

2. Section 373.39 Applicability of 
multiple commodity group provisions to 
Commodity Group 6 commodities para¬ 
graph (d) Past participation in exports 
is amended in the following particulars: 

a. Delete the heading of subparagraph 
(1): “(1) Certain commodities with 
processing code NONF’\ The remainder 
of the subparagraph remains unchanged. 

b. Delete subparagraph (2) Cobalt 
dental alloys. Schedule B No. 664526 
(formerly 664529 and 915590). 

3. Section 373.44 Totally allocated 

.commodities is deleted. • 

4. Section 373.48 Applicability of mul¬ 
tiple commodity group provisions to 
Commodity Group 7 commodities para¬ 
graph (d> Past participation in exports 
is deleted. 

5. Section 373.55 Chemicals and me- 
dicinals paragraph (c) Cobalt-contain¬ 
ing products is amended by the addition 
of a new subparagraph (2) to read as 
follows: 

(2) Applicants for licenses to export 
combustion catalysts.containing cobalt. 
Schedule B No. 829990, must certify on 
the face of the application, Form IT-419, 
as follows: 

The materials described on this applica¬ 
tion are made from scrap or waste materials 
not suitable for metallurgical use. 

The present paragraph (c) is designated 
subparagraph (1). 

6. Section 373.71 Supplement f; Time 
schedules for submission of applications 
for licenses to export certain Positive 
List commodities is amended by deleting 
therefrom the following entry and re¬ 
lated submission dates: 


Dept, of 
Com¬ 
merce 
Schedule 
B No. 


Submission dates 

Commodity 

Second 

quarter 

11*53 

Third 

quarter 

1953 

664526 

Cobalt dental alloys... 

Mar. 30- 
Apr. 

13. 

1953. 

Juno 15- 
June 

29, 

1953. 


7. Section 382.51 Table of compliance 
orders currently in effect denying export 
privileges paragraph (b> Table of com¬ 
pliance orders is amended in the follow¬ 
ing particulars: 

a. The following entries are added: 


Name and address 

Effective 
date of 
order 

Expira¬ 
tion date 
of order 

Export privileges affected 

Federal 

Register 

citation 

Atlantic A Pacific Wire A Cable Co., Ino., 
112-01 Northern Blvd., East Elmhurst, 
Long Island, N. Y. 

7-17-53 

7-17-54 

General and validated li¬ 
censes, all commodities, any 
destination. 

18 F. R. 4345, 

7-23-53. 

Larraurl, Vicente, 814 Cortlandt Ave., 
Bronx, N. Y. 

7-17-53 

4-17-54 

.do.... 

18 F. R. 4345, 
7-23-53. 

Llinantour, Julio, 10 East 61st St., New 
York, N. Y. 

7-17-53 

4-17-54 

.....do...... .. ................. 

18 F. R. 4345, 
7-23-53. 

Oboler, Martin, 112-01 Northern Blvd., 
East Elmhurst, Long Island, N. Y. 

7-17-53 

7-17-54 

. do - 

18 F. R. 4345, 
7-23-53. 

Rubin, Irving, 112-01 Northern Blvd., East 
Elmhurst, Long Island, N. Y. 

7-17-53 

7-17-54 

. d0 . 

18 F. R. 4345, 
7-23-53. 


1 This amendment was published in Current Export Bulletin No. 710, dated August 6, 
1053, and in the reprint pages, dated August 6, 1953. 



















b. Certain entries presently in the table are modified to read as follows: This amendment shall become effective 1. General Notes to Appendix A para- 

__as of August 13, 1953. graph (h) Explanation of symbols in 
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RULES AND REGULATIONS 


TITLE 32 —NATIONAL DEFENSE 

Chapter VII—Department of the 
Air Force 

Subchapter J—Procurement Procedures 

Part 1006— Contract Forms and Clauses 

Part 1006 is added to Subchaptfer J as 
follows: 
sec. 

1006.1 Scope of part. 

1006.2 Effect of Armed Services Procure¬ 

ment Regulation. 

1006.3 Supplementary Instructions. 

1006.4 Deviations. 

SUBPART A—FIXED-PRICE SUPPLY CONTRACTS 

1006.101 Scope of subpart. 

1006.102 Contracts in excess of $1000. 

1006.103 Contracts with Canadian Com¬ 

mercial Corporation. 

1006.104 Indefinite quantity contracts. 

1006.105 Contracts for $1000 or less. 

BUBPART B-COST-PLUS-A-FIXED-FEE CONTRACTS 

1006.201 Scope of subpart. 

1006.202 Cost-plus-a-fixed-fee supply con¬ 

tracts. 

1006.203 Cost-plus-a-fixed-fee service con¬ 

tracts. 

1006.204 Cost-plus-a-fixed-fee open con¬ 

tracts. 

SUBPART C—FIXED-PRICE CONTRACTS FOR 
RESEARCH AND DEVELOPMENT 

1006.301 General. 


Sec. 

1006.1304 Superseding specifications. 

1006.1305 Delay in delivery of data. 

1006.1306 First article approval. 

1006.1307 Production sample tests. 

1006.1308 First article inspection. 

1006.1309 Progress payments (75 percent). 

1008.1310 Progress payments (90 percent). 

1006.1311 Spare parts provisioning. 

1006.1312 Advance payments. 

1006.1313 Employment of aliens. 

1006.1314 Prior instruments superseded. 

1006.1315 Bailment contemplated. 

1006.1316 Special delivery provisions. 

1006.1317 Facilities contemplated. 

1006.1318 Transportation charges. 

1006.1319 Flight risks. 

1006.1320 Increase option. 

1006.1321 Special overtime provisions. 

1006.1322 Special inspection provisions. 

1006.1323 Discount. 

1006.1324 Construction guaranty. 

1006.1325 Fixed overhead rates. 

1006.1326 Redetermination of overhead rate. 

1006.1327 Price escalation for standard steel 

items (1). 

1006.1328 Price escalation for standard steel 

items (2). 

1006.1329 Price escalation for standard steel 

items (3). 

1006.1330 Price escalation for aluminum 

products. 

1006.1331 Fixed-price guaranty. 

1006.1332 Option to terminate fixed over¬ 

head rates. 

1006.1333 Inspection specifications. 

1006.1334 Ceiling prices. 

1006.1335 Recovery of pension benefits to 

the Government. 


SUBPART D-FIXED-PRICE SERVICE CONTRACTS 

1006.401 Scope of subpart. 

1006.402 Non personal service contracts. 

1006.403 Personal service contracts. 

1006.404 Contracts with German and Aus¬ 

trian Nationals (Paperclip). 

1006.405 Contracts for technical repre¬ 

sentative services. 

SUBPART E—TIME AND MATERIALS CONTRACTS 

1006.501 Scope of subpart. 

1006.502 Contract clauses. 

SUBPART F—CONSTRUCTION CONTRACTS 

1006.601 Scope of subpart. 

1006.602 Contract clauses. 

SUBPART G-SALES CONTRACTS 

1006.701 General. 

SUBPART H—BAILMENT CONTRACTS 

1006.801 General. 

1006.802 Contract clauses. 

SUBPART I—FACILITIES CONTRACTS 

1006.901 General. 

1006.902 Contract clauses. 

SUBPART J—LETTER CONTRACTS 

1006.1001 Scope of subpart. 

1006.1002 Contract clauses for letter con¬ 

tracts contemplating fixed-price 
definitive contracts. 

1006.1003 Contract clauses for letter con¬ 

tracts contemplating CPFF 
definitive contracts. 

SUBPART K-COST REIMBURSEMENT CONTRACTS 

1006.1101 Scope of subpart. 

1006.1102 Contract clauses. 

SUBPART L—TUITION CONTRACTS 

1006.1201 Scope of subpart. 

1006.1202 Contract clauses. 

1006.1203 Base residents. 

SUBPART M-SPECIAL CLAUSES 

1006.1301 Scope of subpart. 

1006.1302 Furnishing of materials and sup¬ 

plies by the Government. 

1006.1303 Guaranty. 


SUBPART N—APPROVED CONTRACT FORMS (STAND¬ 
ARD, DEPARTMENT OF DEFENSE, AND AIR FORCE) 


1006.1401 

1006.1402 

1006.1403 

1006.1404 

1006.1405 

1006.1406 

1006.1407 

1006.1408 


1006.1409 


1006.1410 

1006.1411 


1006.1412 

1006.1413 

1006.1414 

1006.1415 

1006.1416 

1006.1417 

1006.1418 

1006.1419 

1006.1420 


1006.1421 

1006.1422 


Scope of subpart. 

Applicability. 

Contract clauses. 

Deviations. 

Local reproduction. 

Special purpose contract forms. 

Supply of certain forms. 

Supply Contract: Formal Adver¬ 
tising (Long Form); Standard 
Forms 26. 30, 31. and 32. 

Supply Contract: Formal Adver¬ 
tising (Short Form); Standard 
Forms 33 and 32. 

Supply Contract: Negotiated 
(Long Form); DD Form 351. 

Order and Voucher for Purchase 
of Supplies or Services Other 
Than Personal; DA AGO Form 
383. 

Purchase Order: WD Form 18. 

Delivery Order; DA AGO Form 
383. 

Contract for Purchase of Services 
Other Than Personal; AF Form 
i95. 

Contract for Movement of House¬ 
hold Goods and Effects; DD 
Form 327. 

Invitation for Bids (Construction 
Contract); WD Standard Pro¬ 
curement Form 116. 

Bid (Construction Contract); 
WD Standard Procurement 
Form 117. 

Request for Proposal and Con¬ 
tractor's Proposal (Short 
Form); WD Form 104. 

Request for Proposal and Con¬ 
tractor's Proposal (Long 
Form); WD Forms 105, 105A, 
105B, and 105C. 

Contractor’s Statement of Con¬ 
tingent or other Fees for So¬ 
liciting or Securing Contract; 
Standard Form 119. 

Abstract of Bids (Short Form); 
WD Form 14. 

Abstract of Bids (Long Form); 
WD Form 29. 


1006.1423 Abstract of Bids (Long Form; 

Continuation Sheet); WD 

Form 29A. 

1006.1424 Standard Forms of Bonds for 

Government Contracts. 

1006.1425 Security Agreement; DD Form 

441. 

Authority: §§ 1006.1 to 1006.1425 issued 
under R. S. 161, sec. 202. 61 Stat. 500. as 
amended: 5 U. S. C. 22, 171a. Interpret or 
apply 62 Stat. 21; 41 U. S. C. 151-161. 

Derivation: Sec. VIL AFM 70-6. 

§ 1006.1 Scope of part. This part sets 
forth contract clauses required and au¬ 
thorized for use in the Air Force and the 
forms of contracts wherein such clauses 
are to be used. Except as otherwise 
specified in this part, such forms and 
clauses are authorized for use by any 
purchasing and contracting activity of 
the Air Force. 

§ 1006.2 Effect of Armed Services Pro¬ 
curement Regulation. Since this part is 
published prior to completion of the 
Armed Services Procurement Regulation, 
instructions contained in this part may 
in some respects be contradicted by por¬ 
tions of Armed Services Procurement 
Regulation hereafter published. If such 
contradiction arises, the instructions 
contained in this part will be considered 
to be superseded to the extent of any 
inconsistency. All references in this part 
to Armed Services Procurement Regula¬ 
tion contract clauses will be understood 
to mean the designated Armed Services 
Procurement Regulation clauses as here¬ 
after from time to time revised. 

§ 1006.3 Supplementary instructions. 
Instructions not inconsistent with this 
part may be issued by the Commanding 
General, Air Materiel Command for ap¬ 
plication throughout the Air Force. 

§ 1006.4 Deviations. Deviations from 
the requirements of the Aimed Services 
Procurement Regulation will be made 
only with the approval of the Deputy 
Chief of Staff, Materiel, Headquarters 
United States Air Force. Deviations 
from these procedures, not involving 
Armed Services Procurement Regulation 
clauses, will be made only with the ap¬ 
proval of the Commanding General. Air 
Materiel Command or his duly author¬ 
ized representative. Requests for de¬ 
viations will be in writing; will specify 
the section number of these procedures 
from which deviation is requested: and 
will set forth in detail the recommenda¬ 
tions of the requesting agency and the 
reasons in support thereof. Requests 
will further indicate the effect of the 
deviation on the rights of the parties, 
and will clearly indicate the benefit inur¬ 
ing to the Government by reason of such 
deviation. 

SUBPART A—FIXED-PRICE SUPPLY CONTRACTS 

§ 1006.101 Scope of subpart. This 
subpart sets forth required and author¬ 
ized clauses for use in fixed-price supply 
contracts, as defined in § 406.102 of this 
title, for definite and indefinite quanti¬ 
ties. 

§ 1006.102 Contracts in excess of 
$1,000 — (a) Required clauses (1 406.101 
of this title). All fixed-price supply 
contracts, for more than $1,000 for defl- 
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nite quantities will consist of the follow¬ 
ing clauses in the following sequence: 

(1) Definitions as set forth in § 406.- 
103-1 of this title. 

(2) Changes as set forth in § 406.- 
103-2 of this title. 

(3) Extras as set forth in § 406.103-3 
of this title. 

(4) Variation In quantity as set forth 
in § 406.103-4 of this title. 

(5) Inspection as set forth in 
§406.103-5 of this title. 

(6) Responsibility for supplies as set 
forth in § 406.103-6 of this title. 

(7) Payments as set forth in § 406.103- 
7 of this title. 

(8) Assignment of claims as set forth 
in § 406.103-8 of this title. 

(9) Additional bond security as set 
forth in § 406.103-9 of this title. 

(10) Taxes as set forth in 5 410.401 of 
this title. In addition thereto, the fol¬ 
lowing may be added as a subparagraph 
in paragraph (a) thereof: “For the pur¬ 
poses of any additional procurement of 
supplies or work called for by any agree¬ 
ment supplemental hereto, the term ‘con¬ 
tract date* shall be deemed to refer to 
the date of such supplemental agree¬ 
ment.” 

(11) Default as set forth in § 406.103- 

11 of this title. 

(12) Disputes as set forth in § 406.103- 

12 of this title. 

(13) Notice and assistance as set forth 
in § 408.102 of this title. 

(14) Buy American Act as set forth in 
§ 406.103-14 of this title. 

(15) Convict labor as set forth in 
§ 411.203 of this title. 

(16) Eight-Hour Law as set forth in 
§ 411.303 of this title. 

(17) Walsh-Healey Public Contracts 
Act as set forth in § 411.604 of this title. 
Where desired, the Armed Services Pro¬ 
curement Regulation clauses concerning 
Convict Labor, Eight-Hour Law and the 
Walsh-Healey Act may be joined in one 
contract, with appropriate language, in¬ 
dicating which clause is applicable. 

(18) Nondiscrimination in employ¬ 
ment as set forth in § 411.803 of this 
title. 

(19) Officials not to benefit as set 
forth in § 406.103-19 of this title. 

(20) Covenant against contingent 
fees as set forth in § 406.103-20 of this 

title. 

(21) Termination for the convenience 
for the Government as set forth in 
§ 407.701 of this title. 

*A 22) Ceilin & Prices as set forth in 
5 406.103-22 of this title. 

(b) Clauses to be used where appli¬ 
cable. The following additional clauses 
will be used in fixed-price supply con¬ 
tracts where required by Federal 
Statute, Executive Order, or Procure¬ 
ment Regulations, or where otherwise 
deemed appropriate: 

(1) Subcontracts as set forth in 
5 406.104-14 of this title. 

(2) Discount as set forth below: 

Discount, in connection with discount 
m^red. time will be computed from date of 
d * d «Hvery of the supplies to carrier when 
livery and acceptance are at point of origin, 
from date of delivery at destination or 
l? 1 °f embarkation when delivery and 
ceptance are at those points, or from date 


correct invoice or voucher (properly certi¬ 
fied by the Contractor) is received In the 
office specified by the Government if the 
latter date Is later than the date of delivery. 

(3) Shipping requirements consisting 
of the following clauses: 

Shipping requirements —(a) F. o. b. car¬ 
rier’s equipment. Whenever it is provided 
in this contract that articles, supplies, ma¬ 
terials or other items called for under this 
contract shall be delivered to the Govern¬ 
ment f. o. b. Contractor’s plant, any ship¬ 
ment occupying sufficient space in a railroad 
car to constitute a carload shipment subject 
to carload freight rates shaU, by the Con¬ 
tractor, he properly and adequately loaded 
In freight cars at a railroad siding at, or 
nearest to. Contractor’s plant, and any ship¬ 
ment subject to less-than-carload freight 
rates shall, by the Contractor, be delivered 
into the carrier’s possession at the Contrac¬ 
tor’s plant, or at the point or points nearest 
thereto at which delivery can be effected. 
All said shipments shall be made on Gov¬ 
ernment bills of lading, but the Contractor 
shall make application therefor in the man¬ 
ner prescribed elsewhere herein. In insert¬ 
ing descriptions in Government bUls of lad¬ 
ing the Contractor will comply with the 
rules and provisions of the freight classi¬ 
fication and tariffs of the carrier or car¬ 
riers involved. 

(b) F. o. b. destination. Whenever It is 
provided In this contract that products and 
materials or other items shall be delivered 
f. o. b. specified destinations, such products 
and materials or other Items shall be shipped 
direct by the Contractor to the specified des¬ 
tinations, on commercial bills of lading, 
f. o. b. each destination, at the expense of 
the Contractor. 

(c) Shipping instructions. If not other¬ 
wise provided herein, names of consignees 
of all products and materials or other Items 
to be delivered by the Contractor hereunder 
will be furnished to the Contractor in writ¬ 
ing by the Contracting Officer at a later date. 

(d) Notice of Shipments as set forth in 
AS PR 7-105.4. 

(4) Vendor’s Invoices as set forth 
below: 

Vendor’s invoices. Unless instructions 
with reference to the preparation and rout¬ 
ing of vendor’s invoices are included else¬ 
where in this contract, invoices or vendor s 
shipping documents used as invoices shall 
be forwarded by the Contractor to the 
USAF office having administrative responsi¬ 
bility for this contract, for recording and 
forwarding to the Accounting and Disburs¬ 
ing Officer (finance officer). 

(5) Government-furnished property 
as set forth in § 412.502 of this title. 
The following deviation from Armed 
Services Procurement Regulation has 
been approved: 

Section 412.502 (f) (i) of this title, 
delete: 

clause (s)_of 

or in the clause or clauses of this contract 
designated in the schedule. 

Note: The clause set forth in § 1006.1302 
is authorized for inclusion as an additional 
clause. 

(6) Reporting of royalties as set forth 
in § 408.103 of this title. 

(7) Reproduction rights as set forth 
below: 

Reproduction rights. It is understood and 
agreed that the Contractor does not convey 
to the Government any reproduction rights 
in or to the supplies called for herein by 
virtue of the terms of this contract, except 
as may be herein otherwise provided. 
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(8) Inspection and audit of books as 
set forth below: 

Inspection and audit of books, (a) The 
Contractor agrees that its books and records 
and its plant, or such parts thereof as may 
be engaged in the performance of this con¬ 
tract, shall at all reasonable times be sub¬ 
ject to inspection and audit by any au¬ 
thorized representative of the Department. 

(b) The Contractor shall cause a like pro¬ 
vision to be included in all subcontracts 
hereunder. 

(9) Employment of aliens as set forth 
in § 406.104-3 of this title. 

To permit this clause to be embodied In 
the printed text, the following words may 
be Inserted preceding the language of said 
clause: "If this contract calls for furnishing 
or constructing aircraft, aircraft parts, or 
aeronautical accessories, . . 

(10) Military security requirements 
as set forth in § 406.104-12 of this title. 

(11) Notice to Government of labor 
disputes as set forth in § 406.105-3 of this 
title. 

(12) Neutrality Act of 1939 as set 
forth in § 406.104-4 of this title. 

(13) Delivery as set forth below: 

Delivery, (a) If any aircraft are required 
to be furnished to the Government under 
this contract, the following provisions of this 
paragraph shall be applicable to the deliv¬ 
ery thereof. Unless otherwise provided In 
this clause or elsewhere in this contract, all 
said aircraft Bhall be delivered completely set 
up, serviced and ready for flight at the flying 
field where the same are to be finally In¬ 
spected pursuant to the provisions of para¬ 
graph (f) of the clause hereof entitled “Ad¬ 
ditional Inspection Requirements." AU fuel, 
oil and/or cooling fluid necessary for engine 
tests and/or flight tests required to be made 
under the provisions of AF Specification No. 
R-1800-E, shall be furnished and supplied at 
the expense of the Contractor. All fuel, oil 
and/or cooling fluid necessary for fly-away 
shall be furnished by the Contractor at its 
expense in an amount to be designated by 
the ferry pilot for each aircraft delivered. In 
the event it becomes necessary to ship any 
of the aircraft called for by raU or other 
carrier, same shall be packed as may be 
directed in writing by the Contracting Of¬ 
ficer. such changes as may be necessary re¬ 
lating to packing and shipping to be made 
under the provisions of clause 2 hereof. 

(b) If any spare parts or special hand tools 
and ground equipment are required to be 
furnished to the Government under this con¬ 
tract in accordance with the terms of any 
Appendix attached to or made a part of this 
contract, said spare parts and such special 
hand tools and ground equipment shall be 
delivered in accordance with the provisions 
of said Appendix. 

(c) Except as otherwise provided in para¬ 
graph (b) of this clause or elsewhere herein, 
all the spare parts, if any, required to be 
furnished to the Government under this 
contract shall be delivered in accordance 
with the following schedule: The Contractor 
shall deliver in each month that quantity of 
each item of spare parts listed on the final 
spare parts exhibit, or on the respective final 
spare parts exhibits, to this contract which 
bears the same ratio to the total quantity 
of such item to be furnished as the number 
of articles to which such part related to be 
delivered In such month bears to the total 
number of such articles to be furnished. 
Where a fraction of a part, more than one- 
half (%), is involved In this arrangement, a 
complete part shall be delivered. 

(d) Except as otherwise provided in the 
next two succeeding sentences of this para¬ 
graph (d), and except as to aircraft to be 
flown away, all the supplies required to be 





4798 


RULES AND REGULATIONS 


furnished under this contract shall be de¬ 
livered to the Government f.o.b. cars or car¬ 
rier’s equipment at the plant or plants (or 
the point or points nearest thereto that rail 
carrier service is available) at which such 
supplies are to be finally inspected as set 
forth in the schedule hereof and shall be 
packed in accordance with the requirements 
as set forth in the schedule. If the Contract¬ 
ing Officer directs in writing that any of the 
supplies to be furnished hereunder be 
shipped by air such supplies shall be de¬ 
livered to the Government f.o.b. a flying 
field designated by the Contracting Officer 
for such purpose in the vicinity of the plant 
or plants at which such supplies are to be 
finally inspected. If the Contracting Officer 
directs in writing that any of the supplies to 
be furnished hereunder be shipped other 
than by rail or air, such supplies shall be 
delivered to the Government f.o.b. the plant 
or plants at which such supplies arc to be 
finally inspected. 

(e) For the purpose of determining the 
fulfillment of this contract so far as delivery 
dates are concerned, In the event the delivery 
point or points are not the same as the point 
or points of destination, the time of delivery 
of the supplies shall be calculated as the 
date of final Government inspection ready 
for shipment to destination as certified to by 
the Government representative or. in the 
event of acceptance of the articles without 
inspection, pursuant to the provisions of 
clause 33 as the date of delivery to the car¬ 
rier ready for shipment to destination. 

(f) In the event shipments are to be made 
on Government bills of lading, the Con¬ 
tractor will make application/s therefor on 
AMC Form No. 63A addressed to the Officer 
in Charge. AMC Field Transportation Office, 
set forth elsewhere in this contract. 

(14) Additional inspection require¬ 
ments as set forth below: 

Additional inspection requirements, (a) 
At the option of the Contracting Officer any 
of the supplies to be furnished hereunder 
may be accepted without Government in¬ 
spection upon receipt of a certificate of the 
Contract or attached to an invoice for said 
supplies reading substantially as follows: 

I hereby certify that I did, on the - 

day of.. 19-- ship via. 

____ in accordance with ship¬ 
ping instructions issued by the Contracting 
Officer, the supplies called for by Contract 

No._; that such supplies were 

in the quantities and of the quality called 
for, and were in all respects in accord with 
the applicable specifications. This state¬ 
ment is furnished to support payment of 
the attached Invoice. 

(b) Notwithstanding any provisions of the 
certificate above referred to, the liability of 
the Contractor with respect to the supplies 
covered by this contract will, after inspec¬ 
tion by the Government, or after the ex¬ 
piration of a reasonable time following de¬ 
livery to the Government within which in¬ 
spection may be made, whichever occurs first, 
be limited (except as to supplies rejected 
upon such Inspection) to liability for latent 
defects, fraud or such gross mistakes as 
amount to fraud. 

(c) The provision of paragraph (c) of 
clause 5 reading as follows: “but failure to 
inspect and accept or reject supplies shall 
neither relieve the Contractor from responsi¬ 
bility for such supplies as are not in ac¬ 
cordance with the contract requirements nor 
impose liability on the Government therefor” 
shall not be applicable to any supplies ac¬ 
cepted without Government Inspection pur¬ 
suant to the foregoing provisions of thi6 
clause. 

(d) The respective points for final inspec¬ 
tion and acceptance by the Government of 
all the supplies (other than aircraft to be 
flown away, if any) to be furnished under 
this contract shall be, in addition to the 


plant or plants of the Contractor specified in 
paragraph (b) of this clause, any other plant 
or plants of the Contractor or any plant or 
plants of a subcontractor or vendor of the 
Contractor hereunder, provided that such 
other plant or plants of the Contractor of 
such plant or plants of a subcontractor or 
vendor, shall have been approved for such 
purpose in writing by the Contracting Officer. 
It is expressly understood by the Contractor 
that request by it for the approval referred 
to in the preceding sentence must be made as 
soon as practicable to permit the Govern¬ 
ment to make necessary arrangements for 
Inspection and acceptance, and that the Gov¬ 
ernment is not obligated to make such final 
inspection and acceptance at any point so 
approved until a reasonable period after the 
date of such approval. 

(e) Interchangeability. The Contractor 
shall, in the manufacture of the articles to 
be supplied under this contract, be required 
to use Jigs, fixtures and/or other devices and 
appliances in all processes where such use is 
conducive to interchangeability and uni¬ 
formity of the product, of such character as 
will reduce the necessity for selective assem¬ 
bly to the least practicable minimum, and 
whenever the inspector shall determine that 
any Jig, fixture, device or other appliance is 
incorrect, worn, damaged, or defective to 
such an extent as to adversely affect basic 
interchangeability of the article manufac¬ 
tured, he shall so Inform the Contractor in 
the same manner as applied to the rejection 
of defective material presented for accept¬ 
ance by the Government representative, and 
the Contractor shall not thereafter use the 
said Jig. fixture, or appliance, in its,incorrect, 
worn, damaged, or defective form in the 
manufacture of articles intended for delivery 
under this contract. The Contractor shall 
inform the inspector when materials or parts 
are ready for inspection. 

(f) Unless otherwise provided herein, if 
any aircraft are required to be furnished to 
the Government hereunder and the same are 
to be flown away, such aircraft shall be finally 
inspected and accepted by the Government 
at a flying field or fields to be approved by 
the Government in the vicinity of the Con¬ 
tractor’s plant or plants specified in para¬ 
graph (b) of this clause or in the vicinity 
of any other plant or plants of the Con¬ 
tractor approved for such purpose in writing 
by the Contracting Officer. Unless otherwise 
provided herein, such inspection and accept¬ 
ance shall be accomplished in accordance 
with the provisions of AF Specification No. 
R-1800-E. 

(15) The contract clauses as set forth 
in § 406.104 of this title (not otherwise 
mentioned in this part) and part 408 
of this title will be used in accordance 
with instructions contained in said sec¬ 
tion and part. The clauses set forth in 
§§ 406.105-5. 406.105-7 and 408.106 of 
this title will be used where necessary 
or desirable to cover the subject matter 
contained in such clauses. 

(16) Gratuities as set forth in 
§ 406.104-16 of this title. 

(17) Examination of records as set 
forth in § 406.104-15 of this title. 

(18) A 11 e r a t i o n s as set forth in 
§ 406.105-1 of this title. This alteration 
clause will be used in every contract, pre¬ 
pared on a printed form, in which addi¬ 
tions, excisions, or changes have been 
made on the printed pages. This clause 
will be used only for the purpose of de¬ 
scribing such additions, excisions, or 
changes, and will not be used to set forth 
additional clauses or variations of pre¬ 
scribed clauses. 

(19) Contractural contents. Where 
deemed desirable, the following clause 
may be used: 


Contractual contents. This contract con. 
sists of (Insert enumeration of contract 
clauses and pages). 

(20) Approval. The approval Claus* 
set forth in § 406.105-2 of this title will 
be used in all contracts which require 
manual approval of some individual ] 
other than the Contracting Officer, prior 
to becoming effective. 

§ 1006.103 Contracts with Canadian 
Commercial Corporation. (a) Fixed 
price supply contracts placed with Cana¬ 
dian Commercial Corporation will con¬ 
sist of the following clauses in the 
following sequence: 

(1) -Definitions as set forth in § 406.- 
103-1 of this title. 

(2) Changes as set forth in § 406.103- 
2 of this title. 

(3) Extras as set forth in § 406.103-3 
of this title. 

(4) Variation in quantity as set forth 
in § 406.103-4 of this title. 

(5) Inspection as set forth in § 406.- 
103-5 of this title. 

(6) Responsibility for supplies as set 
forth in § 406.103-6 of this title. 

(7) Payments as set forth in § 406.- 
103-7 of this title. 

(8) Assignment of claims as set forth 
in § 406.103-8 of this title. 

(9) Additional bond security as set 
forth in § 406.103-9 of this title. 

(10) Default as set forth in § 406.103- 
11 of this title. 

(11) Disputes as set forth in § 406.- 
103-12 of this title. 

(12) Notice and assistance as set forth 
in § 408.102 of this title. 

(13) Officials not to benefit as set 
forth in § 406.103-19 of this title. 

(14) Covenant against contingent fees 
as set forth in § 406.103-20 of this title. 

(15) Termination for the convenience 
of the Government as set forth in § 407.- 
701 of this title. 

(16) Notice of shipments as set forth 
in § 406.105—4 of this title. 

(17) Patents as set forth below: 

Patents. The Contractor shall hold and 
save the Government, its officers, agents, 
servants, and employees harmless from 
liability of any nature or kind, including 
costs and expenses, for or on account of any 
invention, article, or appliance patented 
under the laws of Canada, manufactured or 
used in the performance of this contract, 
including their use by or for the Government. 

The Government shall hold and save the 
Contractor, its representatives, agents, and 
subcontractors harmless from all liability 
under judgments by courts by competent 
Jurisdiction, that may be obtained against 
the Contractor, its representatives, agents, 
and subcontractors, because of the use of any 
invention patented under the laws of the 
United States, specifically prescribed and au¬ 
thorized in writing by the Government as 
necessary for the performance of this con¬ 
tract, or the use of any invention patented 
under the laws of the United States which 
necessarily flows from the nature of the 
thing being produced or procured under this 
contract, but not otherwise: Provided. That 
such United States Letters Patent so used 
are now owned or controlled by the Cana¬ 
dian Government, the Contractor, its repre¬ 
sentatives. subcontractors, or persons in 
privity with the Contractor: And provided 
further. That immediate notice of any de¬ 
mand, liability, or legal proceedings arising 
from such use is given in writing by the 
Contractor to the Contracting Officer, and 
reserving to the Government the right to 










Thursday, August 13, 1953 


FEDERAL REGISTER 


4799 


Intervene In any such demand or proceeding 
and In Its discretion to defend same or make 
settlement thereof, and the Contractor shall 
furnish all information in its possession and 
all assistance of its employees, representa¬ 
tives. or agents requested by the Govern¬ 
ment. 

(18) Patent licenses as set forth 

below: 

Patent licenses. The Contractor agrees to, 
and does hereby, in consideration of the 
terms and in consideration of payments to 
be made by the Government under this con¬ 
tract, grant unto the Government a non¬ 
exclusive, irrevocable, non-transferable, roy¬ 
alty-free license to make, have made, and 
use for governmental purposes throughout 
the world, and to sell or otherwise dispose of 
In accordance with law, machines, articles or 
compositions of matter, embodying any and 
all inventions conceived or first actually re¬ 
duced to practice in the course of carrying 
out the work contemplated by this contract 
whether patented or unpatented, and to 
practice or cause to be practiced any meth¬ 
ods or processes, whether patented or un¬ 
patented which are developed in carrying 
out the provisions of this contract; provided 
that nothing contained in this clause shall 
Impose any obligation upon the Contractor 
to license or otherwise make available to the 
Government any invention, method or proc¬ 
ess, which is not owned or controlled by the 
Contractor or by the Canadian Government. 

(19) Subcontractor substantially as 
set forth below: 

Subcontractor. It is understood and agreed 
that the supplies and materials to be fur¬ 
nished under this contract shall be manufac¬ 
tured and supplied by (hereinafter called 
the ‘'subcontractor") at its factory located at 

The performance of any of the work by any 
other subcontractor is prohibited, except 
with the specific approval of the Contract¬ 
ing Officer. 

(20) Governing laws as set forth be¬ 
low: 

Governing laws. This contract will be con¬ 
strued according to the laws of the United 
States of America. 

(21) Exemption from Buy American 
Act as set forth below: 

Exemption from Buy American Act. This 
contract has been exempted from the pro¬ 
vision of the Buy American Act (41 USC 
10a~d), pursuant to a determination made on 
•.by.. 

(22) Government-furnished property 
as set forth in § 412.502 of this title. Also 
see subparagraph (5) of § 1006.102 (b). 

(23) Gratuities as set forth in § 406.- 

104- 16 of this title. 

(24) Examination of records as set 
forth in § 406.104-15 of this title. 

! 25) Alterations as set forth in § 406.- 

105- 1 of this title will be used in accord¬ 
ance with instructions contained in sub- 
paragraph (18) of § 1006.102 (b). 

< 26 j Contractual contents as set forth 
m subparagraph (19) of § 1006.102 (b). 

, J 27) Approval as set forth in § 406.- 
105-2 of this title will be used in accord¬ 
ance with instructions contained in Sub- 
Paragraph ( 20 ) of § 1006.102 (b). 

§ 1006.104 Indefinite quantity con - 
‘■ram. (a) Indefinite quantity contracts 
“lay be either a “call-*' or “open-” type, 
during activities are reminded that 
«nile no major objections are interposed 
the use of “call” contracts, as here¬ 
after defined, the opportunity for post¬ 


performance pricing under the “open” 
contract, as hereafter defined, militates 
against its widespread use. Accordingly, 
“open” contracts will be used only in ac¬ 
cordance with instructions of the respec¬ 
tive procuring activities and will be 
limited, generally, to emergency pro¬ 
curement purposes. 

(b) A call contract is one in which 
there is a detailed description of the 
articles or services being purchased; the 
prices are set forth; there are no quanti¬ 
ties or delivery schedule; funds need not 
be allotted to the contract, but funds 
are allotted to individual “calls”; and 
there need be no definite time limit 
within which calls may be made. Call 
contracts will be placed on a fixed-price 
basis. 

(c> All call contracts will consist of 
the following clauses in the following 
sequence: 

(1)—(34) Thirty-four clauses, con¬ 
sisting of clauses as set forth in subpara¬ 
graphs (1) to (22> of § 1006.102 (a), and 
clauses as set forth in subparagraphs (1) 
to (12) of § 1006.102 (b). 

(35) (i) Calls as set forth below: 

Calls, (a) Calls by the Government here¬ 
under will be made by the Contracting Officer 
at Headquarters, Air Materiel Command, by 
written notification to the Contractor. Each 
such call shall set forth the particular articles 
and supplies to be furnished, the quantities 
thereof required, the date of delivery there¬ 
for, whether export or domestic packing is 
desired, and any special packing instruc¬ 
tions. Immediately upon receipt of each 
such call, the Contractor, subject to the pro¬ 
visions of paragraphs (c) and (e) of this 
Clause shall proceed to manufacture or place 
orders to procure the articles and supplies so 
called for and shall deliver such articles and 
supplies in accordance with the delivery 
schedule specified in such call even though 
such schedule may provide for deliveries be¬ 
yond the period provided in this contract for 
the making of calls under this paragraph (a). 

(b) At such intervals as the Contractor 
may determine, which shall not in any case 
be more than thirty (30) days, the Contractor 
shall prepare and deliver to the Government 
a list of all articles and supplies and the 
quantities thereof furnished pursuant to 
calls made pursuant hereto, and which have 
not been set forth in any such Ust previously 
delivered to the Government. Such list 
shall be prepared as follows: 

(1) Five (5) copies of each list shall be 
prepared on paper 8" x 10%", one (1) of 
such copies to be carbon-backed on vellum 
or other paper in form suitable for reproduc¬ 
tion by blueprinting or other standard 
method. 

(2) Each list shall be numbered in se¬ 
quence according to the date of issuance 
thereof commencing with the number “1”, 
and shall bear at the top of the first page 
and at the foot of each succeeding page such 
number and the number of the contract to 
which it pertains, for example, “Exhibit 1 
to Contract No. AF33( 600)-0000”. 

(3) Each Ust shall show as to each item 
listed thereon the item number, quantity 
called for, drawing or part number, nomen¬ 
clature, unit price and total price, special 
packing charges, if any, aggregate price of all 
items listed, the date and origin and number 
of the call pursuant to which the articles 
and supplies were furnished, the dates of de¬ 
livery, manner of shipment, destinations, and 
packing sheet number. Lists may also con¬ 
tain such information additional to the fore¬ 
going and not Inconsistent therewith as may 
be appropriate. 

(4) Three (3) copies of the list (one (1) 
copy of which shall be reproducible) shall 


carry at the end thereof a certificate manu¬ 
ally signed by an officer or other person au¬ 
thorized to bind the Contractor, with the 
corporate seal affixed, stating that the prices 
therein represent a firm quotation and that 
the articles listed thereon have been de¬ 
livered to the Government. Provisions will 
also be made at the end of each such list for 
the written approval of the Contracting Of¬ 
ficer. Headquarters. Air Materiel Command. 

(5) The three (3) copies of the list, after 
signature by the Contractor as indicated 
above, together with two (2) unsigned copies 
thereof, shall be forwarded to the Contract¬ 
ing Officer, Headquarters, Air Materiel Com¬ 
mand. Each such list shall be subject to the 
approval of the Contracting Officer, Head¬ 
quarters. Air Materiel Command, and when so 
approved and with such changes therein as 
may be agreed upon by the Contractor and 
the Contracting Officer, the three (3) signed 
copies thereof will be signed by the Con¬ 
tracting Officer, the list will be published as a 
numbered exhibit to the contract, one (1) 
of the three (3) approved copies will be re¬ 
turned to the Contractor and the Contractor, 
upon submission of properly certified in¬ 
voices accompanied by proper receiving re¬ 
ports, shall be entitled to be paid, in the 
manner set forth in this contract, even 
though such exhibit may not have become a 
part of this contract until after the close 
of the period during which calls may be made 
hereunder. Any dispute regarding any sUch 
list shall be determined in the manner pro¬ 
vided in clause 12 hereof. 

(c) If upon receipt of any call under para¬ 
graph (a) of this clause, the Contractor de¬ 
termines that it will be unable to meet the 
delivery schedule therein set forth, the Con¬ 
tractor (although it shall at all times be ob¬ 
ligated to make every effort to meet such 
delivery schedule) shall immediately notify 
the Contracting Officer, Headquarters, Air 
Materiel Command, setting forth the best 
possible delivery schedule, and the parties 
will thereupon enter Into negotiations to 
correct such situation by modification of the 
terms of such call. Likewise, if upon receipt 
of any call the Contractor determines that 
the funds provided by the contract will be 
exceeded by compliance with such call, Con¬ 
tractor shall immediately notify the Con¬ 
tracting Officer, Headquarters. Air Materiel 
Command, that no action will be taken upon 
such call until additional funds are made 
available. 

(d) The Contractor shall, at the time of 
shipment or prior thereto, assign to each 
article or group of identical articles furn¬ 
ished hereunder, the item number which is 
subsequently to appear on the exhibit to 
this contract in respect to such article or 
group of articles, and shall place such item 
number together with the exhibit designa¬ 
tion and the number of this contract (e. g. 
“Item No. 41 of Exhibit No. 6 to Contract 
No. AF33 (600) -0000“), on the packing sheet 
covering shipment of such article or articles. 
In the event of direct shipment of such 
article or articles from the plant of the sub¬ 
contractor or vendor, the Contractor shall 
be responsible for such item number and 
exhibit designation being placed upon the 
packing sheet by such subcontractor or 
vendor. 

<ii) In the event that funds are 
allotted to the contract, the following 
paragraph will be included in the fore¬ 
going clause: 

(e) As of the date of execution of this 
contract, there has been allotted for it the 
total sum set forth in the schedule. This 
sum may be increased from time to time by 
the Government solely in its discretion. Not¬ 
withstanding any other provision of this con¬ 
tract, the Contractor shall not furnish any 
articles or supplies pursuant hereto the ag¬ 
gregate price of which when added to the 
aggregate price of all articles and supplies 
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theretofore furnished pursuant hereto would 
exceed said sum. If at any time the Con¬ 
tractor considers it likely that, by reason of 
calls which have been made pursuant hereto, 
the aggregate amount set forth above may 
shortly be exceeded, the Contractor will so 
notify the Contracting Officer, Headquarters. 
Air Materiel Command, and the parties may 
thereupon enter into negotiations for such 
amendment to or modification of this con¬ 
tract and/or any call Issued hereunder as 
may be appropriate. Anything in this con¬ 
tract to the contrary notwithstanding, the 
Government shall not be obligated to pay to 
the Contractor any amount in excess of the 
sum allotted for this contract. 

(36) Delivery as set forth below: 

Delivery, (a) Except as otherwise provided 
in the next two succeeding sentences of this 
paragraph, and except as to aircraft to be 
flown away, all the supplies required to be 
furnished under this contract shall be de¬ 
livered to the Government f. o. b. cars or car¬ 
rier’s equipment at the plant or plants (or 
the point or points nearest thereto that rail 
carrier service is available) at which such 
supplies are to be finally inspected as set 
forth in the Schedule and shall be packed in 
accordance with the requirements set forth 
in said Schedule. If the Contracting Officer 
directs in writing that any of the supplies to 
be furnished hereunder be shipped by air 
such supplies shall be delivered to the Gov¬ 
ernment f. o. b. a flying field designated by 
the Contracting Officer for such purpose in 
the vicinity of the plant or plants at which 
such supplies are to be finally inspected. If 
the Contracting Officer directs in writing that 
any of the supplies to be furnished hereunder 
be shipped other than by rail or air, such 
supplies shall be delivered to the Govern¬ 
ment f. o. b. the plant or plants at which 
such supplies are to be finally inspected. 

(b) For the purpose of determining the 
fulfillment of this contract so far as delivery 
dates are concerned, in the event the delivery 
point or points are not the same as the point 
or points of destination, the time of delivery 
of the supplies shall be calculated as the date 
of final Government inspection ready for 
shipment to destination as certified to by the 
Government representative or, in the event of 
acceptance of the articles without Inspection, 
pursuant to the provisions or clause 37, as 
the date of delivery to the carrier ready 
for shipment to destination. 

(c) In the event shipments are to be made 
on Government bills of lading, the Contractor 
will make application/s therefor on AMC 

-Form No. 63A addressed to the Offlfflcer in 
Charge. AMC Field Transportation Office set 
forth elsewhere In this contract. 

(37) Additional inspection require¬ 
ments as set forth in subparagraph (14) 
of § 1006.102 (b). 

(38) Gratuities as set forth in 
5 406.104-16 of this title. 

(39) Examination of records as set 
forth in § 406.104-15 of this title. 

(40) The contract clauses as set forth 
In § 406.104 of this title (not otherwise 
mentioned in this part) and Part 408 of 
this title will be used in accordance with 
instructions contained in said section 
and part. The clauses set forth in 
§§ 406.105-5, 406.105-7 and 408.106 of this 
title will be used where necessary or de¬ 
sirable to cover the subject matter con¬ 
tained in such clauses. 

(41) Alterations as set forth in § 406.- 
105-1 of this title will be used in accord¬ 
ance with instructions contained in 
subparagraph (18) of § 1006.102 (b). 

(42) Contractual contents as set forth 
in subparagraph (19) of § 1006.102 (b). 

(43) Approval as set forth in § 406.- 


105-2 of this title will be used in ac¬ 
cordance with instructions contained in 
subparagraph (20) of § 1006.102 <b). 

(d) An open contract is one in which 
there is no description other than a gen¬ 
eral classification of the articles or serv¬ 
ices being purchased; there are no prices 
(except contracts for the procurement of 
fuels and lubricants); there are no 
quantities or delivery schedule; funds 
are allotted to the contract; and calls 
must be placed prior to the end of the 
fiscal year in which the contract is exe¬ 
cuted. Open contracts may be placed on 
either a fixed-price or cost-plus-a-fixed- 
fee basis 

(e) All open contracts placed on a 
fixed-price basis will consist of the fol¬ 
lowing clauses in the following sequence: 

(l)—C34) Thirty-four clauses, consist¬ 
ing of clauses as set forth in subpara¬ 
graphs (1) to (22) of § 1006.102 (a) and 
clauses as set forth in subparagraphs (1) 
to (12) of 5 1006.102 (b). 

(35) Calls as set forth below: 

Calls, (a) The Contractor shall furnish 
and deliver to the Government such articles 
and supplies, of the types hereinafter set 
forth, as the Government may call for here¬ 
under during the period commencing on date 
of execution of this contract and end on 
the date set forth in the schedule hereto. 
Quantities of the articles and supplies to be 
furnished and the prices and charges there¬ 
for, which prices and charges shall be fair 
and equitable, shall be determined as here¬ 
inafter provided. 

(b) The articles and supplies to be fur¬ 
nished hereunder shall consist of (here In¬ 
sert appropriate description). 

(c) Calls by the Government hereunder 
will be made by the Contracting Officer at 
Headquarters. Air Materiel Command, by 
written notification to the Contractor. Each 
such call shall set forth the particular arti¬ 
cles and supplies to be furnished, the quan¬ 
tities thereof required, the date of delivery 
therefor, whether export or domestic packing 
is desired, and any special packing Instruc¬ 
tions. Immediately upon receipt of each 
such call, the Contractor, subject to the 
provisions of paragraph (e) and (f) of this 
clause, shall proceed to manufacture or place 
orders to procure the articles and supplies 
in accordance with the delivery schedule 
specified In such call even though such 
schedule may provide for deliveries beyond 
the period provided In this contract for the 
making of calls under this paragraph (c). 

(d) Within (insert appropriate number) 
days after the receipt of any call hereunder, 
or such earlier period as may be practicable, 
the Contractor shall prepare and deliver to 
the Government a firm quotation In response 
to such call; such quotation to be prepared 
as follows: 

(1) Five (5) copies of each list shall be 

prepared on paper 8" x one (1) of 

such copies to be carbon-backed on vellum 
or other paper in form suitable for repro¬ 
duction by blueprinting or other standard 
method 

(2) Each list shall be numbered in se¬ 
quence according to the date of issuance 
thereof commencing with the number ”1”, 
and shall bear at the top of the first page 
and at the foot of each succeeding page 
such number and the number of the con¬ 
tract to which it pertains, for example. “Ex¬ 
hibit 1 to Contract No. AF33(600)-0000”. 

(3) Each list shall contain a listing of the 
items on the call or calls covered thereby, 
showing item number, nomenclature, unit 
and total price, special packing charges, if 
any. delivery schedule, and any other infor¬ 
mation pertinent, but not inconsistent with 
the foregoing. 


(4) Three (3) copies of the list (one (1) 
copy of which shall be reproducible) shall 
carry at the end thereof a certificate man¬ 
ually signed by an officer or other person 
authorized to bind the Contractor, with ihe 
corporate seal affixed, stating that the prices 
therein represent a firm quotation and that 
the prices listed thereon do not exceed appli¬ 
cable ceiling prices. Provisions will also be 
made at the end of each such list for the 
written approval of the Contracting Officer, 
Headquarters, Air Materiel Command. 

(5) The three (3) copies of the list, after 
signature by the Contractor as Indicated 
above, together with two (2) unsigned copies 
thereof, shall be forwarded to the Contract¬ 
ing Officer, Headquarters. Air Materiel Com¬ 
mand. Each such list shall be subject to 
the approval of the Contracting Officer. Head¬ 
quarters, Air Materiel Command, and when 
60 approved and with such changes therein 
as may be agreed upon by the Contractor and 
the Contracting Officer, the three (3) signed 
copies thereof will be signed by the Contract¬ 
ing Officer, and the list will be published as 
a numbered exhibit to the contract, one (1) 
of the three (3) approved copies will be 
returned to the Contractor and the Con¬ 
tractor, upon submission of properly certi¬ 
fied invoices accompanied by proper receiving 
reports, shall be entitled to be paid, in the 
manner set forth in this contract, even 
though such exhibit may not have become a 
part of this contract until after the dose 
of the period during which calls may be made 
hereunder. Any dispute regarding any such 
list shall be determined In the manner pro- 
vided in clause 12 hereof. 

(e) If upon receipt of any call under para¬ 
graph (c) of this clause, the Contractor 
determines that it will be unable to meet 
the delivery schedule therein set forth, the 
Contractor (although It shall at all times 
be obligated to make every effort to meet 
such delivery schedule) shall immediately 
notify the Contracting Officer, Headquarters, 
Air Materiel Command, setting forth the 
best possible delivery schedule, and the 
parties will thereupon enter Into negotia¬ 
tions to correct such situation by modifica¬ 
tion of the terms of such call. Likewise, if 
upon receipt of any call the Contractor de¬ 
termines that the funds provided by the 
contract will be exceeded by compliance with 
such call, Contractor shall Immediately 
notify the Contracting Officer, Headquarters. 
Air Materiel Command that no action will be 
taken upon such call until additional funds 
are made available. 

(f) As of the date of execution of this 
contract, there has been allotted for it the 
total sum set forth in the Schedule. This 
sum may be Increased from time to time by 
the Government solely In its discretion. 
Notwithstanding any other provision of this 
contract, the Contractor shall not furnish 
any articles or supplies pursuant hereto the 
aggregate price of which when added to the 
aggregate price of all articles and supplies 
theretofore furnished pursuant hereto would 
exceed said sum. If at any time the Con¬ 
tractor considers it likely that, by reason 
of calls which have been made pursuant 
hereto, the aggregate amount set forth above 
may shortly be exceeded, the Contractor will 
60 notify the Contracting Officer, Head¬ 
quarters, Air Materiel Command, and the 
parties may thereupon enter into negotia¬ 
tions for such amendment to or modification 
of this contract and/or any call issued here¬ 
under as may be appropriate. Anything In 
this contract to the contrary notwithstand¬ 
ing, the Government shall not be obligated 
to pay to the Contractor any amount in 
excess of the sum allotted for this contract 

(g) The Contractor shall, at the time of 
shipment or prior thereto, assign to each 
article or group of Identical articles fur¬ 
nished hereunder, the item number which 
appears or is to appear on the exhibit to this 
contract in respect to such article or group 
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of articles, and shall place such Item number 
together with the exhibit designation and 
the number of the contract (e. g. “Item 
No 41 of Exhibit No. 6 to Contract No. AF33 
(600»-0000"). on the packing sheet covering 
shipment of such article or articles. In the 
event of direct shipment of such article or 
articles from the plant of the subcontractor 
or vendor, the Contractor shall be responsi¬ 
ble for such item number and exhibit desig¬ 
nation being placed upon the packing sheet 
by such subcontractor or vendor. 

(36) Delivery as set forth below: 

Delivery . (a) Except as otherwise pro¬ 

vided in the next two succeeding sentences 
of this paragraph, and except as to aircraft 
to be flown away, all the supplies required 
to be furnished under this contract shall be 
delivered to the Government f. o. b. cars or 
carrier’s equipment at the plant or plants (or 
the point or points nearest thereto that rail 
carrier service is available) at which such 
supplies are to be finally inspected as set 
forth in the schedule and shall be packed in 
accordance with the requirements set forth 
in said Schedule. If the Contracting Officer 
directs in writing that any of the supplies to 
be furnished hereunder be shipped by air 
such supplies shall be delivered to the Gov¬ 
ernment f. o. b. a flying field designated by 
the Contracting Officer for such purpose in 
the vicinity of the plant or plants at which 
such supplies are to be finally inspected. If 
the Contracting Officer directs in writing that 
any of the supplies to be furnished hereunder 
be shipped other than by rail or air, such 
supplies shall be delivered to the Government 
f. o b. the plant or plants at which such sup¬ 
plies are to be finally inspected. 

(b) For the purpose of determining the 
fulfillment of this contract so far as delivery 
dates are concerned, in the event the de¬ 
livery point or points are not the same as the 
point or points of destination, the time of 
delivery of the supplies shall be calculated 
as the date of final Government inspection 
ready for shipment to destination as certified 
to by the Government representative or, in 
the event of acceptance of the articles with¬ 
out Inspection, pursuant to the provisions of 
clause 37, as the date of delivery to the car¬ 
rier ready for shipment to destination. 

(c) In the event shipments are to be made 
on Government bills of lading, the Con¬ 
tractor will make application/s therefor on 
AMC Form No. 63A addressed to the Officer 
in Charge, AMC Field Transportation Office, 
set forth elsewhere in this contract 

(37) Additional inspection require¬ 
ments as set forth in subparagraph (14) 
of § 1006.102 (b). 

(38) Gratuities as set forth in § 406.- 

104- 16 of this title. 

(39) Examination of records as set 
forth in § 406.104-15 of this title. 

(40) The contract clauses as set forth 
in § 406.104 of this title (not otherwise 
mentioned in this part) and Part 408 of 
this title will be used in accordance with 
instructions contained in said section 
and part. The clauses set forth in 
55406.105-5,406.105-7 and 408.106 of this 
title will be used where necessary or de¬ 
sirable to cover the subject matter con¬ 
tained in such clauses. 

(41) Alterations as set forth in § 406- 

105- 1 of this title will be used in accord¬ 
ance with instructions contained in 
subparagraph (18) of § 1006.102 (b). 

<42) Contractual contents as set forth 
in subparagraph (19) of § 1006.102 (b). 

(43) Approval as set forth in §406.- 
105—2 of this title will be used in accord¬ 
ance with instructions contained in Sub- 
Paragraph (20) of § 1006.102 (b). 


§ 1006.105 Contracts for $1,000 or less . 
Fixed-price supply contracts for $1,000 or 
less for definite quantities may be pre¬ 
pared in accordance with the require¬ 
ments of Air Force Regulation 70-15, 
or in accordance with the provisions of 
§ 1006.102, except that the clauses set 
forth in subparagraphs (16) and (17) of 
§ 1006.102 (b) will be deleted therefrom. 

SUBPART B-COST-PLUS-A-FIXED-FEE 

CONTRACTS 

§ 1006.201 Scope of subpart. This 
subpart sets forth the authorized clauses 
for inclusion in cost-plus-a-fixed-fee 
contracts. 

§ 1006.202 Cost-plus-a-fixed-fee sup¬ 
ply contracts. (a) All cost-plus-a-fixed- 
fee contracts for supplies shall contain 
the following clauses in the following 
sequence: 

(1) Definitions as set forth in § 406.- 
103-1 of this title. 

(2) Changes as set forth below: 

Changes. The Contracting Officer may, at 
any time, by a written order make changes 
In or additions to the drawings and specifica¬ 
tions, issue additional Instructions, require 
additional work, within the general scope of 
the contract, or direct the omission of work 
covered by the contract. If such changes 
cause a material increase or decrease in the 
amount or character of the work to be done 
under this contract, or in the time required 
for its performance, an equitable adjustment 
of the estimated cost and of the amount of 
the fixed fee to be paid to the Contractor 
shall be made and the contract shaU be 
modified in writing accordingly. Any claim 
by the Contractor for adjustment under this 
clause must be asserted within thirty (30) 
days from the date of receipt by the Con¬ 
tractor of the notification of change: pro¬ 
vided, however, that the Contracting Officer, 
if he decides that the facts Justify such 
action may receive and act upon any such 
claim asserted at any time prior to final 
payment under this contract. Failure to 
agree to any adjustment shall be a dispute 
concerning a question of fact within the 
meaning of the clause of this contract en¬ 
title "Disputes.” However, nothing in this 
claiise shall excuse the Contractor from pro¬ 
ceeding with the contract as changed. 

(3) Inspection as set forth below: 

Inspection. (a) All material and work¬ 
manship shall be subject to inspection and 
test by representatives of the Government. 
For this purpose, the Contractor shall allow 
at all times inspectors and other Government 
personnel free access to the plant anti opera¬ 
tions and shall furnish such facilities, sup¬ 
plies and services as may be required for this 
work. The Contractor shall inform the In¬ 
spector when materials or parts are ready 
for inspection. The Government represent¬ 
ative shall have the right to require replace¬ 
ment of parts not in accordance with the 
approved drawings, or showing inferior work¬ 
manship or material, or which in his opinion 
are unsuited for the purpose intended or 
seriously overweight. 

(b) The Contractor shall provide and 
maintain an inspection system acceptable to 
the Government covering the material, fabri¬ 
cation methods, and finished parts. Records 
of all Inspection work by the Contractor shall 
be kept complete and available to the Gov¬ 
ernment during the performance of this con¬ 
tract and for 6uch longer period as may be 
specified elsewhere in this contract. 

(c) The inspection and test by the Govern¬ 
ment of any supplies or lots thereof does not 
relieve the Contractor from any responsibility 
regarding defects or other failures to meet 
the contract requirements which may be 


discovered prior to final acceptance. Not¬ 
withstanding the provisions of the clause 
hereof entitled "Guaranty”, final acceptance 
shall be conclusive except as regards latent 
defects, fraud, or such gross mistakes as 
amount to fraud. 

(d) At the option of the Contracting 
Officer any of said supplies may be accepted 
without Government inspection, and in such 
event the Contractor, promptly after each 
delivery without Government inspection, 
shall furnish to the Finance Officer desig¬ 
nated to make payments under this contract, 
and to the Contracting Officer, a certificate 
reading substantially as follows: 

I hereby certify that I did, on the_ 

day of--- 19__ ship via.. 

in accordance with shipping Instructions is¬ 
sued by the Contracting Officer, the supplies 

called for by_____ 

Contract No._; that such 

supplies were in the quantities and of the 
quality called for, and were in all respects 
In accord with the applicable specifications. 

(e) Notwithstanding the provisions of the 
clause hereof entitled "Guaranty”, or any 
provisions of the certificate above referred to, 
the liability of the Contractor with respect 
to the supplies covered by this contract will, 
after inspection by the Government, or after 
the expiration of a reasonable time follow¬ 
ing delivery to the Government within which 
inspection may be made, whichever occurs 
first, be limited (except as to supplies re¬ 
jected upon such inspection) to liability for 
latent defects, fraud or such gross mistakes 
as amount to fraud. 

• (4) Reimbursement as set forth 

below: 

Reimbursement, (a) The Contractor shall 
be paid as full compensation for the per¬ 
formance of this contract, the fixed fee speci¬ 
fied in the Schedule and the allowable costs 
of performance of this contract. The esti¬ 
mated co6t of performance is stated in the 
Schedule. Said estimated cost and the fixed 
fee are subject to increases or decreases as 
herein provided, but there shall be no ad¬ 
justment in the amount of^the fixed fee 
because of any errors or omissions in comput¬ 
ing said estimated cost, or because the esti¬ 
mated cost varies from the actual cost. 

(b) Allowable costs will be determined by 
the Contracting Officer in accordance with 
Part 2 of Section XV of the Armed Services 
Procurement Regulation, it being understood 
that the premium portion of overtime wage 
payments shall be allowable hereunder only 
if and to the extent that the overtime work 
for which such payments are made has been 
expressly authorized by the Contracting Of¬ 
ficer in writing. (Note: Special costs, if any, 
shall be as authorized by ASPR Section XV 
and shall be stated in the Schedule). 

(c) The method of accounting used by the 
Contractor shall be subject to the approval 
of the Contracting Officer but no material 
change will be made in Contractor's method 
if it conforms to good accounting practice 
and if the costs are readily ascertainable 
therefrom. So far as practicable, the Con¬ 
tractor shaU maintain a complete separate 
system of accounts for work under this con¬ 
tract. The Contractor shall procure mate¬ 
rials and services in the manner most ad¬ 
vantageous to the Government, price and 
other factors considered. 

(d) The Government will currently reim¬ 
burse the Contractor for such expenditures 
made in accordance with this contract as 
may be approved or ratified by the Contract¬ 
ing Officer and upon certification to and 
verification by him of the original signed 
payrolls for labor, the original paid invoices 
for materijfl, or other original papers. In the 
event it is impracticable for the Contractor 
to furnish original signed payrolls for labor, 
original paid invoices for material or other 
original papers, Contractor shall furnish evi- 
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dence In a form acceptable to tbe Contract¬ 
ing Officer covering expenditures to be reim¬ 
bursed hereunder. Reimbursement will nor¬ 
mally be made weekly, but may be made at 
other intervals if conditions warrant. 

(e) Ninety percent (90%) of the fixed fee 
set forth in the Schedule, as said fee may 
be increased or decreased from time to time, 
shall be paid as it accrues, in monthly in¬ 
stallments based upon percentage of com¬ 
pletion of the work as determined by the 
Contracting Officer. Upon completion of the 
work and its final acceptance any unpaid 
balance of the fee shall be paid to the Con¬ 
tractor. 

(f) As of the date of this contract, there 
has been allotted for it the sum stated in the 
Schedule. This sum may be increased from 
time to time by the Government solely in 
its discretion. Upon the making of any such 
Increase, the Contracting Officer shall notify 
the Contractor in writing of the amount 
thereof. 

(g) Notwithstanding any other provisions 
of this contract the Contractor shall not be 
bound to take any action in connection with 
the performance of this contract that would 
cause the amount for which the Government 
will be obligated hereunder to exceed the 
sum allotted for this contract, and the obli¬ 
gation of the Contractor to proceed with the 
performance of this contract shall be limited 
accordingly. If at any time the Contractor 
has reason to believe that the amount to be 
expended by it in the next succeeding 30 
days, when added to all previous expendi¬ 
tures and to the total amount of the Con¬ 
tractor’s fixed fee, if any, will exceed 75 per¬ 
cent of the sum allotted for this contract, 
It shall notify the Contracting Officer to that 
effect, giving a new estirrfate of its total ex¬ 
penditures under this contract, so that an 
appropriate increase may be made in the sum 
allotted for this contract. Anything in this 
contract to the contrary notwithstanding, 
the Government shall not be obligated to 
pay to the Contractor either for reimburse¬ 
ment of expenditures or fixed fee or other¬ 
wise any amount in excess of the sum 
allotted for this contract; provided, how¬ 
ever, that if the Contractor makes any ex¬ 
penditures for which funds are not allotted, 
the Contracting Officer may ratify such ex¬ 
penditures when funds are allotted. 

(h) Any cost incurred by the Contractor 
under the terms of this contract which 
would constitute an allowable item of cost 
under the provisions of paragraph (b) of 
this clause shall be Included in determining 
the amount payable under this contract, 
notwithstanding any provisions contained in 
the specifications or other documents, in¬ 
corporated in this contract by reference, 
designating services to be performed or ma¬ 
terials to be furnished by the Contractor 
at its expense or without cost to the 
Government. 

Note: Provisions of the reference “Part 
2 of Section XV of the Armed Services Pro¬ 
curement Regulation” in a foregoing clause 
are contained in Subpart B, Part 414 of this 
title. Provisions of the reference "ASPR 
Section XV” in a foregoing clause are con¬ 
tained in Part 414 of this title. 

(5) Assignment of claims as set forth 
in § 406.103-8 of this title. 

(6) Delay in performance as set forth 
below: 

Delay in performance. The Contractor 
shall not be liable for, nor shall performance 
of work under this contract be terminated 
for default by reason of, any delay In per¬ 
formance of or failure to perform this con¬ 
tract, if such delay or failure arises out of 
causes beyond the control and without the 
fault or negligence of the Contractor. Such 
causes Include, but are not restricted to, 
acts of God or of tbe public enemy, acts of 
the Government, fires, floods, epidemics. 


quarantine restrictions, strikes, freight em¬ 
bargoes, unusually severe weather, and de¬ 
faults of subcontractors due to any of such 
causes unless the Contracting Officer shall 
determine that the supplies or services to be 
furnished by the subcontractor were obtain¬ 
able from other sources in sufficient time 
to permit tfte Contractor to meet the re¬ 
quired delivery schedule. 

(7) Disputes as set forth in § 406.103- 
12 of this title. 

(8) Notice and assistance as set forth 
in § 408.102 of this title. 

<9) Buy American Act as set forth in 
§ 406.103-14 of this title. 

(10) Convict labor as set forth in 
§ 411.203 of this title. 

(11) Eight-Hour Law as set forth in 
§ 411.303 of this title. 

(12) Walsh-Healey Public Contracts 
Act as set forth in § 411.604 of this title. 

Note: Where desired, the Armed Services 
Procurement Regulation clauses concerning 
Convict Labor, Eight-Hour Law. and the 
Walsh-Healey Act may be Joined In one con¬ 
tract, with appropriate language, indicating 
which clause is applicable. 

(13) Nondiscrimination in employ¬ 
ment as set forth in § 411.803 of this title. 

(14) Officials not to benefit as set forth 
in § 406.103-19 of this title. 

(15) Covenant against contingent fees 
as set forth in § 406.103-20 of this title. 

(16) Termination as set forth in 
§ 407.702 of this title. 

(17) Ceiling prices as set forth in 
§ 406.103-22 of this title. 

(18) Notice to the Government of 
labor disputes as set forth in § 406.105-3 
of this title. 

(19) Notice of shipments as set forth 
in § 406.105-4 of this title. 

(20) Government property as set forth 
in § 412.503 of this title. The following 
deviation from Armed Services Procure¬ 
ment Regulation has been approved. 
Delete the following phrases in § 412.503 
(f) (i) of this title: 

clause(B)-of 

or of the clause or clauses designated in 
the schedule. 

(21) Additional provisions concerning 
Government property, as set forth below: 

Additional provisions concerning Govern¬ 
ment property, (a) Government’s option . 
The Contracting Officer may at his option 
from time to time furnish the Contractor 
with materials and/or supplies not readily 
available in the open market and which are 
required by the Contractor for the perform¬ 
ance of this contract. In such event an 
equitable adjustment of the estimated cost 
and of the amount of the fixed fee to be 
paid to the Contractor shall be made as 
provided in the clause hereof entitled 
“Changes." 

(b) Delivery and disposition. In the event 
materials, supplies, equipment or other prop¬ 
erty are furnished by the Government to the 
Contractor under this contract, except such 
materials and/or supplies furnished under 
the terms of paragraph (a) hereof, for In¬ 
stallation in the products and materials or 
other items called for hereunder, or for use 
in connection with the performance of this 
contract, said Government property shall be 
delivered to the Contractor f. o. b. cars or 
carrier’s equipment at the plant or plants of 
Contractor, or the point or points nearest 
thereto that rail carrier service is available, 
and any of such materials, supplies, equip¬ 
ment or other property not permanently In¬ 
stalled In the products and materials or other 


items called for hereunder, or properly ex¬ 
pended by the Contractor In the performance 
of this contract, shall unless otherwise pro¬ 
vided herein, be delivered by the Contractor 
to the Government f. o. b. cars or carrier’s 
equipment at Contractor's plant or at the 
point or points nearest thereto at which the 
shipment can be delivered into carrier s pos¬ 
session. packed for domestic shipment. All 
said shipments shall be made on Govern¬ 
ment bills of lading, but the Contractor shall 
make application therefor on AMC Form No. 
63A, which application shall be made in the 
manner prescribed in the Schedule. In in¬ 
serting descriptions in Government bills of 
lading, the Contractor will comply with the 
rules and provisions of the freight classi¬ 
fications and tariffs of the carrier or carrier* 
Involved. 

(22) Reporting of royalties as set 
forth in § 408.103 of this title. 

(23) Subcontracts as set forth below: 

Subcontracts, (a) The Contractor shall 
give advance notification to the Contracting 
Officer of any proposed subcontract or pur¬ 
chase order hereunder which is either (l) 
on a cost or cost-plus-a-fixed-fee basis, or 
(il) on a fixed price basis exceeding in dollar 
amount either $25,000 or five per centum of 
the total estimated cost of this contract, 

(b) No contract shall be made by the Con¬ 
tractor with any other party for furnishing 
articles or services to be paid for on a time 
and material or labor-hour basis without 
the written approval of the Contracting 
Officer. 

(c) No contract shall be made by the Con¬ 
tractor for furnishing any of the completed 
or substantially completed articles, spare 
parts, or work herein contracted for without 
the written approval of the Contracting Offi¬ 
cer. The Contracting Officer may approve the 
Contractor’s purchasing system and from 
time to time rescind and reinstate such ap¬ 
proval. While such approval is in effect, the 
requirement of approval of the contracts re¬ 
ferred to in the first sentence of this para¬ 
graph (c) shall be considered waived, but 
such waiver shall not extend to nor dispense 
with the requirements for approval of the 
party with whom such contract is to be 
placed. 

(d) It is the policy of the Government as 
declared by the Congress to bring about the 
greatest utilization of small business con¬ 
cerns which is consistent with efficient 
production. 

(e) The Contractor agrees to accomplish 
the maximum amount of subcontracting to 
small business concerns that the Contractor 
finds to be consistent with the efficient per¬ 
formance of this contract. 

(f) The cost-plus-a-percentage-of-cost 
v system of contracting shall not be used by 

the Contractor. 

(24) Reproduction rights as set forth 
in subparagraph (7) of § 1006.102 (b>. 

(25) Inspection and audit of books as 
set forth below. 

Books and records, (a) The Contractor 
agrees that its books and records and its 
plant, or such parts thereof as may be en¬ 
gaged in the performance of this contract, 
shall at all reasonable times be subject to 
inspection and audit by any authorized 
representative of the Department. 

(b) Unless otherwise provided in this con¬ 
tract or by applicable statute, the Contractor 
shall, for a period of five years after final 
payment hereunder, preserve and make 
available Its books, records, documents and 
other evidence bearing on its costs and ex¬ 
penses under this contract, including rec¬ 
ords, documents and other * evidence in 
respect of any termination hereunder. 

(c) The Contractor shall cause provisions 
similar to paragraphs (a) and (b) above, to 
be included in all subcontracts hereunder. 
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(d) All Information obtained from the 
C< ’.tractor's records shall be treated as 
confidential. 

<26) Employment of aliens as set 
forth in § 406.104-3 of this title. 

To permit this clause to be embodied In 
the printed text, the following words may be 
In.f rted preceding the language of said 
clause: "If this contract calls for furnishing 
or constructing aircraft, aircraft parts or 
aconautlcal accessories, • • • " 

(27) Shipping requirements as set 
forth below: 

Shipping requirements —(a) F. o. b. cars or 
carrier’s equipment. Whenever It Is provided 
herein, the articles, supplies, materials or 
other Items called for under this contract 
shall be delivered to the Government f. o. b. 
cars or carrier’s equipment at the plant or 
plants of Contractor, or the point or points 
nearest thereto that rail carrier service is 
available, any shipment occupying sufficient 
space In a railroad car to constitute a carload 
shipment subject to carload freight rates 
shall, by the Contractor, be properly and ade¬ 
quately loaded in freight cars-at a railroad 
siding at, or nearest to. Contractor’s plant, 
and any shipment subject to less-than-car- 
kmd freight rates shall, by the Contractor, be 
delivered into the carrier’s possession at the 
Contractor’s plant, or at the point or points 
nearest thereto at which delivery can be 
effected. 

(b) Shipping instructions. If not other¬ 
wise provided herein, names of consignees of 
all products and materials or other items to 
be delivered by the Contractor hereunder 
will be furnished to the Contractor in writing 
by the Contracting Officer at a later date. 

(28) Military security requirements as 
set forth in 5 406.104-12 of this title. 

(29 > Neutrality Act of 1939 as set forth 
in § 406.104-4 of this title. 

(30) Guaranty as set forth below: 

Guaranty, (a) The Contractor guarantees 
that all work called for herein shall meet 
and comply with the pertinent specifications, 
including performance of any and all articles 
called for under the terms hereof, that the 
work shall be executed in the best and most 
workmanlike manner, by qualified, careful 
and efficient workers, and that the materials 
shall be of the best quality of their re¬ 
spective kinds unless otherwise authorized by 
the Contracting Officer. 

(b) If the Contracting Officer requires that 
the Contractor submit for prior approval 
samples of materials proposed for use in the 
work covered by this contract, the Contrac¬ 
tor shaU make no commitments for such 
materials untU the submitted sample has 
been approved by the Contracting Officer. 

(c) At the election of the Government, 
work called for hereunder which does not 
conform to the requirements of this contract 
may be accepted notwithstanding such fail¬ 
ure to conform to this contract or to the 
specifications and guarantees, but in such 
event an appropriate reduction may be made 
in the fee. If any dispute shall arise con¬ 
cerning a proposed reduction In the fee the 
same shall be regarded as a dispute concern¬ 
ing a question of fact within the mean¬ 
ing of the clause of this contract entitled 

'‘Disputes”. 

Nots: For preferred alternative Guaranty 
clause, see 5 1006.1303. 

(31) Insurance as set forth below: 

Insurance, (a) Notwithstanding the pro¬ 
visions of Part 2 of Section XV of the Armed 
Services Procurement Regulations, the Gov¬ 
ernment's obligation to reimburse the Con¬ 
tractor for the cost of bonds, insurance and 
any pension or retirement plan, incurred in 
connection with performance of the con- 
No. 158-5 


tract. 6hall be limited to the cost of such 
bonds, insurance, pension or retirement plan 
as approved by the Contracting Officer. In 
addition to the allowance of such costs, the 
Contractor shall also be allowed costs and 
expenses incurred in the defense and/or 
discharge of such claims of others on account 
of death or bodily injury of persons or loss 
or destruction of or damage to property as 
may arise out of or In connection with the 
performance of the work under this contract; 
provided, that such reimbursement shall not 
Include any amount for which the Contractor 
is indemnified or compensated by Insurance 
or otherwise, or any amount for which it 
would have been so Indemnified or compen¬ 
sated except for the failure of the Contrac¬ 
tor to procure or maintain bonds or insur¬ 
ance in accordance with the requirement of 
the Contracting Officer. The foregoing shall 
not restrict the right of the Contractor to 
be reimbursed for the reasonable cost of 
necessary insurance covering the Contrac¬ 
tor's property or property for which the 
Contractor is responsible to someone other 
than the Government and which is used or 
to be used in the performance of this 
contract. 

(b) In addition to the Contractor’s regu¬ 
lar insurance program which may be ap¬ 
proved pursuant to paragraph (a) hereof 
the Contractor agrees to procure and there¬ 
after maintain such additional bonds, in¬ 
surance. pension or retirement plans, in such 
forms and in such amounts and for such 
periods of time as the Contracting Officer 
may require in writing and the Contractor 
shall be reimbursed for the cost thereof. 

(c) The Contractor shall give the Con¬ 
tracting Officer or his representative immedi¬ 
ate notice in writing of any suit or action 
filed against the Contractor arising out of the 
performance of this contract and of any claim 
against the Contractor, the cost and ex¬ 
pense of which are reimbursable under the 
provisions of paragraph (a) hereof and the 
risk of which is the uninsured or in which 
the amount claimed exceeds the amount of 
insurance coverage. The Contractor shall 
furnish immediately to the Contracting Of¬ 
ficer copies of pertinent papers received by 
the Contractor. Insofar as the following 
shall not conflict with any policy or contract 
of insurance and. upon request of the Con¬ 
tracting Officer, the Contractor shall do any 
and all things to effect an assignment and 
subrogation in favor of the Government of 
ail Contractor’s rights and claims, except 
against the Government, arising from or 
growing out of such asserted claims, and if 
required by the Contracting Officer, shall 
authorize representatives of the Government 
to settle and/or defend any such claim and 
to represent or take charge of any such litiga¬ 
tion affecting the Contractor. 

(32) Additional provisions to be in¬ 
serted in cost-plus-a-fixed-fee subcon¬ 
tracts, as set forth below: 

Additional provisions to he inserted in 
cost-plus-a-fixed-fee subcontracts, (a) The 
Contractor will Include in each cost-plus-a- 
fixed-fee subcontract made under this con¬ 
tract a provision as follows: 

(1) The title to all work under this sub¬ 
contract, completed or in the course of man¬ 
ufacture or assembly in the subcontractor's 
plant, shall be in the Government. Upon 
delivery thereof to the subcontractor at any 
point within the continental limits of the 
United States or any place approved by the 
Contractor, title to aU purchased materials, 
parts, assemblies, subassemblies, tools, ma¬ 
chinery, equipment and supplies, for which 
the subcontractor shall be entitled to be 
reimbursed hereunder, shaU vest In the 
Government. 

(2) The subcontractor shall not be eim- 
bursed for the cost of any insurance on any 
property of the Government. 


(8) As used herein the term "Govern¬ 
ment” shall be deemed to mean the United 
States of America. 

(b) The Contractor will. If so requested 
by the Contracting Officer, include in any 
particular co6t-plus-a-fixed-fee subcontract, 
a provision as follows: 

The subcontractor shall procure and there¬ 
after maintain the following insurance: 


(here shall be inserted the types, amounts 
and limits of insurance, as specified in writ¬ 
ing by the Contracting Offioer). The cost 
of such insurance and losses or expenses (in¬ 
cluding settlements made with the written 
consent of the Contracting Officer who exe¬ 
cuted the principal contract or his duly au¬ 
thorized successor or representative) not 
compensated by insurance or otherwise and 
found and certified by the Contractor and 
said Contracting Officer or his duly author¬ 
ized successor or representative to be Just 
and reasonable, actually sustained by the 
subcontractor in the defense and/or dis¬ 
charge of such claims of others on account of 
death or bodily injury of persons or loss or 
destruction of or damage to property as may 
arise out of or in connection with the per¬ 
formance of the work under this subcon¬ 
tract shall be allowable items of cost here¬ 
under; provided that such reimbursement 
shall not Include any amount for which the 
subcontractor would have been indemnified 
or compensated except for the failure of the 
subcontractor to procure or maintain insur¬ 
ance in accordance with the requirements of 
this subcontract. The subcontractor shall 
give the Contractor immediate notice in writ¬ 
ing of any suit or action filed against the 
subcontractor, arising out of the performance 
of this subcontract and of any claims against 
the subcontractor, the cost and expense of 
which is reimbursable undeT the provisions 
of this subcontract pertinent to allowable 
items of cost, and the risk of which is then 
uninsured or in which the amount claimed 
exceeds the amount of insurance coverage. 
The subcontractor shall furnish immediately 
to the Contractor copies of all pertinent 
papers received by the subcontractor. Inso¬ 
far as the following shall not conflict with 
any policy or contract of Insurance, and upon 
request of the Contractor, the subcontractor 
shall do any and all things to effect an as¬ 
signment and subrogation in favor of the 
Contractor or its nominee of all subcon¬ 
tractor's rights and claims, except rights and 
claims of the subcontractor against the Con¬ 
tractor or such nominee, arising from or 
growing out of such asserted claim, and if 
required by the Contractor, shall authorize 
representatives of the Contractor or of its 
nominee to settle and/or defend any such 
claim and to represent the subcontractor in 
or take charge of any such litigation. Every 
policy for the insurance referred to In this 
paragraph shall contain an indorsement or 
other recital excluding by appropriate lan¬ 
guage any claim on the part of the insurer 
or obligor to be subrogated, on payment of 
a loss or otherwise, to any claim against the 
Contractor or the Government: provided, 
however, that the Contracting Officer, in 
writing, may approve such bonds or insur¬ 
ance policies without any such Indorsement 
or other recital. 

(c) Whenever a provision as set forth In 
paragraph (b) of this clause is Inserted in 
any subcontract, then the Contractor will 
forthwith transmit to the Contracting Officer 
all notices and copies of papers received by 
It from the subcontractor, will make the Gov¬ 
ernment its nominee far all assignments and 
subrogations received by it from the subcon¬ 
tractor thereunder and, If required by the 
Contracting Officer, will do everything in its 
power to have representatives of the Govern¬ 
ment authorized to settle and/or defend the 
claims therein referred to and to represent 
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the subcontractor in or to take charge of th# 
litigation therein referred to. 

(33) Release provisions, as set forth 
below: 

Release provisions, (a) Prior to final pay¬ 
ment and as a condition thereof, the Con¬ 
tractor shall furnish the Government with a 
release of all claims against the Government 
arising under and by virtue of this contract, 
other than (i) such claims, if any, as may be 
specifically excepted by the Contractor from 
the operation of the release in stated amounts 
to be set forth therein, or in estimated 
amounts where the amounts are not sus¬ 
ceptible of exact statement, and (il) any 
claim based upon responsibility of the Con¬ 
tractor to third parties arising out of the 
performance of this contract not known to 
the Contractor at the time of furnishing the 
release. 

(b) Even though the existence or amount 
thereof shall not be determined until after 
the furnishing of such release as is described 
next above, reimbursement to be made for 
payments made by the Contractor shall In¬ 
clude. along with wages and salaries other¬ 
wise reimbursable, all additional amounts 
determined (either by approval of the Con¬ 
tracting Officer or by litigation as hereinafter 
provided) to be due and payable for overtime 
compensation and allowances under local. 
State or Federal laws in connection with 
such wages and salaries. 

(c) The Contractor shall promptly notify 
the Contracting Officer of any claims of the 
type described in paragraph (a) (ii) above 
which are asserted subsequent to the execu¬ 
tion of the release. 

(d) In the event the Contracting Officer 
shall determine that the best Interests of 
the Government required that the Contractor 
initiate or defend litigation in connection 
with claims of third parties arising out of the 
performance of this contract, the Contractor 
will proceed with such litigation in good 
faith and the costs and expenses of such 
litigation. Including judgments and court 
costs, allowances rendered or awarded in con¬ 
nection with suits for wages, overtime or 
salaries, and reasonable attorneys’ fees for 
private counsel, shall be reimbursable under 
this contract. The term “litigation” shall 
include suits at law or in equity and pro¬ 
ceedings before any Governmental agency 
having Jurisdiction over the claim. 

(34) Gratuities as set forth in § 406, 

104- 16 of this title. 

(35) Examination of records as set 
forth in § 406.104-15 of this title. 

(36) The Contract clauses as set forth 
in § 406.104 of this title (not otherwise 
mentioned in this part and Part 408 of 
this title will be used in accordance with 
instructions contained in said section 
and part. The clauses set forth in 
§§ 406.105-5, 406.105-7 and 408.106 of 
this title will be used where necessary or 
desirable to cover the subject matter 
contained in such clauses. 

(37) Alterations as set forth in § 406.- 

105- 1 of this title will be used in accord¬ 
ance with instructions contained in sub- 
paragraph (18) of § 1006.102 (b). 

(38) Contractual contents as set forth 
in subparagraph (19) of § 1006.102 (b). 

(39) Approval as set forth in § 406.- 
105-2 of this title will be used in accord¬ 
ance with instructions contained in sub- 
paragraph (20) of § 1006.102 (b) 

§ 1006.203 Cost-plus-a-fixed-fee sen >- 
ice contracts, (a) All cost-plus-a-fixed- 
fee contracts for services shall contain 
the following clauses in the following 
sequence: 


RULES AND REGULATIONS 

(1) Definitions as set forth in § 406.- 
103-1 of this title. 

(2) Changes as set forth in subpara¬ 
graph (2) of § 1006.202 (a). 

(3) Inspection as set forth below: 

Inspection. All material and workman¬ 
ship shall be subject to inspection and test 
by representatives of the Government. For 
this purpose, the Contractor shall aUow 
at aU times inspectors and other Govern¬ 
ment personnel free access to the plant and 
operations and shall furnish such facilities, 
supplies and services as may be required for 
this work. 

(4) Reimbursement as set forth in 
subparagraph (4) of § 1006.202 (a). 

(5) Assignment of claims as set forth 
in § 406.103-8 of this title. 

(6) Delay in performance as set forth 
in subparagraph (6) of § 1006.202 (a). 

(7) Disputes as set forth in § 406.103- 
12 of this title. 

(8) Notice and assistance as set forth 
in § 408.102 of this title. 

(9) Cotfvict labor as set forth in 
§ 411.203 of this title. 

(10) Eight-hour law as set forth in 
§ 411.303 of this title. 

(11) Nondiscrimination in employ¬ 
ment as set forth in § 411.803 of this title. 

(12) Officials not to benefit as set forth 
in § 406.103-19 of this title. 

(13) Covenant against contingent fees 
as set forth in § 406.103-20 of this title. 

(14) Termination as set forth in sub- 
paragraph (16) of § 1006.202 (a), except 
that paragraph <e) (1) (iv) (B) of 
§ 407.702 of this title is deleted and the 
following substituted therefor: 

(B) In the event of the termination of 
this contract for the default of the Contrac¬ 
tor, the total fixed fee payable shall be such 
proportionate part of the fee (or, if this 
contract calls for services and/or articles of 
different types, of such part of the fee as is 
reasonably allocable to the type of service 
and/or article under consideration) as the 
total number of services and/or articles de¬ 
livered to and accepted by the Government 
bears to the total number of services and/or 
articles of a like kind called for by this 
contract. 

If the amount determined under this sub- 
paragraph is less than the total payment of 
the fixed fee theretofore made to the Con¬ 
tractor. the Contractor shall repay to the 
Government the excess amount. 

(15) Notice to the Government of labor 
disputes as set forth in § 406.105-3 of this 
title. 

(16) Reporting of royalties as set forth 
in § 408.103 of this title. 

(17) Subcontracts as set forth in sub- 
paragraph (23) of § 1006.202 (a). 

(18) Reproduction rights as set forth 
in subparagraph (7) of § 1006.102 (b). 

(19) Inspection and audit of books 
as set forth in subparagraph (25) of 
§ 1006.202 (a). 

(20) Employment of aliens as set 
forth in § 406.104-3 of this title and sub- 
paragraph (26) of § 1006.202 (a). 

(21) Government property as set forth 
in § 412.503 of this title and subpara¬ 
graph (20) of § 1006.202 (a). 

(22) Additional provision concerning 
Government property as set forth in sub- 
paragraph (21) of § 1006.202 (a). 

(23) Guaranty as set forth in subpara¬ 
graph (30) of § 1006.202 (a), except that 
paragraph (b) of the guaranty as cited 
in this subparagraph will be deleted. 


(24) Insurance as set forth in sub- 
paragraph (31) of § 1006.202 (a). 

(25) Release provisions as set forth in 
subparagraph (33) of § 1006.202 (a). 

(26) Gratuities as set forth in § 406.- 
104-16 of this title. 

(27) Examination of records as set 
forth in § 406.104-15 of this title. 

(28) The contract clauses as set forth 
in § 406.104 of this title (not otherwise 
mentioned in this part and Part 408 of 
this title will be used in accordance with 
instructions contained in said section 
and part. The clauses set forth in 
§§ 406.105-5, 406.105-7, and 408.106 of 

‘ this title will be used where necessary or 
desirable to cover the subject matter 
contained in such clauses, 

(29) Ceiling prices as set forth in 
§ 406.103-22 of this title. 

(30) Alterations as set forth in 
§ 406.105-1 of this title will be used in 
accordance with instructions contained 
in subparagraph (18) of § 1006.102 ib). 

(31) Contractual contents a*! set forth 
in subparagraph (19) of § 1006.102 (b). 

(32) Approval as set forth in 
§ 406.105-2 of this title will be used in 
accordance with instructions contained 
in subparagraph (20) of § 1006.102 (b). 

§ 1006.204 Cost-plus-a-fixed-fee open 
contracts, (a) All open contracts (see 
§ 1006.104 (d)) placed on a cost-plus-a- 
fixed-fee basis will consist of the follow¬ 
ing clauses in the following sequence: 

(1) Definitions as set forth in 
§ 406.103-1 of this title. 

(2) Changes as set forth in subpara¬ 
graph (2) of § 1006.202 (a>. 

(3) Inspection as set forth in clause 3, 
§ 1006.202 (a). 

(4) Reimbursement as set forth be¬ 
low: 

Reimbursement, (a) The Contractor shall 
be paid as full compensation for the per¬ 
formance of any call under this contract, 
a fixed fee specified In the Schedule and the 
allowable cost3 of performance of any of 
such calls. The estimated cost of perform¬ 
ance is set forth In each Exhibit approved 
attached to and made a part of this con¬ 
tract as provided In the clause hereof en¬ 
titled "Calls”. Said estimated costs and 
fixed fee are subject to Increases or de¬ 
creases as herein provided, but there shall 
be no adjustment in the amount of fixed 
fee because of any errors or omissions In 
computing said estimated cost, or because 
the estimated cost varies from the actual 
cost. 

(b) Allowable costs will be determined by 
the Contracting Officer in accordance rtth 
Part 2 of Section XV of the Armed Services 
Procurement Regulation, it beingmnderstood 
that the premium portion of overtime wage 
payments shall be allowable hereunder only 
if and to the extent that the overtime work 
for which such payments are made has been 
expressly authorized by the Contracting 
Officer in writing. 

Note: Special costs, if any. will be as 
authorized by Part 414 of this title, and wtll 
be stated In the Schedule. Provisions of the 
reference “Part 2 of Section XV of the Armed 
Services Procurement Regulation” In the 
foregoing clause are contained In Part 414 of 
this title. 

(c) The method of accounting used by the 
Contractor shall be subject to the approval 
of the Contracting Officer, but no material 
change will be made in Contractor’s method 
if it conforms to good accounting practice 
and If the costs are readily ascertainable 
therelrom. So far as practicable, the Con- 
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tractor shall maintain a complete separate 
system of accounts for work under this con¬ 
tract. The Contractor shall procure materials 
and services in the manner most advanta¬ 
geous to the Government, price and other 
factors considered. 

(d) The Government will currently reim¬ 
burse the Contractor for 6uch expenditures 
made In accordance with this contract ns 
may be approved or ratified by the Contract¬ 
ing Officer and upon certification to and veri¬ 
fication by him of the original signed pay¬ 
rolls for labor, the original paid invoices for 
material, or other original papers. In the 
event it is impracticable for the Contractor 
to furnish original signed payrolls for labor, 
original paid invoices for material or other 
original papers. Contractor shall furnish evi¬ 
dence in a form acceptable to the Contract¬ 
ing Officer covering expenditures to be re¬ 
imbursed hereunder. Reimbursement will 
normally be made weekly, but may be made 
at other Intervals If conditions so warrant. 

(e) Ninety percent (90%) of the fixed fee 
set forth in the Schedule, as said fee may 
be increased or decreased from time to time, 
shall be paid as it accrues, in monthly in¬ 
stallments based upon perccutage of com¬ 
pletion of the work on each call as de¬ 
termined by the Contracting Officer. Upon 
completion of the work on each call and its 
final acceptance any unpaid balance of the 
fee shall be paid to the Contractor. 

(f) As of the date of this contract, there 
has been allotted for it the sum stated in the 
Schedule. This sum may be increased from 
time to time by the Government solely In its 
discretion. Upon the making of any such 
Increase, the Contracting Officer shall notify 
the Contractor in writing of the amount 
thereof. 

(g) Notwithstanding any other provision 
of this contract, the Contractor shall not be 
obligated to furnish any articles or supplies 
pursuant hereto the aggregate estimated cost 
and fixed fee of which, when added to the 
aggregate estimated cost and fixed fee of all 
articles and supplies theretofore furnished 
pursuant hereto, would exceed said sum. If 
at any time the Contractor considers it likely 
that, by reason of calls which have been 
made, of which it anticipates will be made 
pursuant hereto, the sum allotted may short¬ 
ly be exceeded, the Contractor will so notify 
the Contracting Officer and the parties may 
thereupon enter into negotiations for such 
amendment to or modification of this con¬ 
tract and/or any call Issued hereunder, as 
may be appropriate. Anything In this con¬ 
tract to the contrary notwithstanding, the 
Government shall not be obligated to pay to 
the Contractor any amount in excess of the 
sum allotted for this contract. 

(h) Any cost Incurred by the Contractor 
under the terms of this contract which would 
constitute an allowable item of cost under 
the provisions of paragraph (b) of this 
clause shall be Included in determining the 
amount payable under this contract, not¬ 
withstanding any provisions contained in the 
specifications or other documents, incorpo¬ 
rated in this contract by reference, designat¬ 
ing services to be performed or materials to 
be furnished by the Contractor at its expense 
or without cost to the Government. 

(5) Assignment of claims as set forth 
in 5 406.103-8 of this title. 

■6) Delay in performance as set forth 
in subparagraph (6> of § 1006.202 (a). 

<7) Disputes as set forth in § 406.103- 
12 of this title. 

(8) Notice and assistance as set forth 
in $ 408.102 of this title. 

Buy American Act as set forth in 
5 406.103-14 of this title. 

< 10 > Convict labor as set forth in 
§ 411.203 of this title. 

<11) Eight-Hour Law as set forth in 
5 411.303 of this title. 


(12) Walsh-Healey Public Contracts 
Act as set forth in § 411.604 of this title. 

(13) Nondiscrimination in employ¬ 
ment as se£ forth in § 411.803 of this title. 

(14) Officials not to benefit as set 
forth in § 406.103-19 of this title. 

(15) Termination as set forth in sub- 
paragraph (16) of § 1006.202 (a). 

(16) Calls as set forth below: 

Calls, (a) The Contractor shall furnish 
and deliver to the Government such articles 
and supplies, of the types hereinafter set 
forth, as the Government may hereafter moke 
calls for hereunder, during the period com¬ 
mencing on the date of execution hereof, and 
expiring on the date set forth in the Sched¬ 
ule. Quantities of the articles and supplies 
to be furnished hereunder and the estimated 
cost and fixed fee therefore, which estimated 
cost and fixed fee shall be fair and equitable, 
shall be determined as hereinafter provided. 

(b) The articles and supplies to be fur¬ 
nished hereunder shall consist of (here Insert 
appropriate description). 

(c) Prior to requesting th'e Contractor to 
perform work hereunder, the Contracting 
Officer shall inform the Contractor in rea¬ 
sonable detail of tlie supplies required and 
shall request the Contractor to submit, for 
the approval of the Contracting Officer, a 
written “estimate” quoting an estimated 
unit cost, an estimated • total cost and a 
fixed fee. not to exceed the percentage set 
forth in the Schedule, on each item, which 
estimate shall in any event be submitted 
prior to a call for the said supplies. Calls 
by the Government hereunder will be made 
by the Contracting Officer by notification to 
the Contractor, which notification may either 
be written, oral, telegraph, teletype or any 
other appropriate means of communication, 
but if not signed by the Contracting Officer 
shall be confirmed as soon as possible after 
the issuance thereof by written notice signed 
by the Contracting Officer. Each such call 
shall set forth the particular articles and 
supplies to be furnished, the quantities 
thereof required and the date of delivery 
required therefor. Immediately upon re¬ 
ceipt of each such call, however received, the 
Contractor, subject to the provisions of 
paragraphs (d) of this clause and (g) of 
the clause hereof entitled “Reimbursement”, 
shall proceed to manufacture or place orders 
for the procurement of the articles and sup¬ 
plies set forth therein and shall deliver such 
articles and supplies within the time speci¬ 
fied even though such times of delivery may 
extend beyond the period provided in this 
contract for the making of calls under this 
paragraph. 

(d) If. upon receipt of any call under 
paragraph (c) of this clause, the Contractor 
determines that it will be unable to meet 
the delivery schedule therein set forth, or 
that the meeting of Bueh delivery schedule 
therein set forth, or that the meeting of such 
delivery schedule will necessitate the acqui¬ 
sition by the Contractor of additional facili¬ 
ties, or will result In interference with the 
contractor’s production on Its other orders 
and contracts w r ith the Government, the 
Contractor (although it shall, at all times, 
be obligated to make every effort to meet 
such delivery schedule without interierence 
writh such other production) shall notify the 
contracting officer thereof as soon as possible 
after receipt of each Buch call. The parties 
will thereupon enter Into negotiations to 
correct such situation either by modification 
of the terms of such call, or, if appropriate, 
by taking steps for the acquisition of such 
additional facilities as may be required, or 
otherwise may be agreed upon by them. If 
the reason assigned by the Contractor for 
the giving of any such notice shall be that 
additional facilities are required, or that 
Interference with other orders and contracts 
with the Government will result, the con¬ 
tractor, pending a conclusion of such nego¬ 


tiations satisfactory to both parties shall, 
nevertheless, be obligated to manufacture or 
place orders for the procurement of so much 
of the articles and supplies spectfied in such 
call as to which additional facilities are not 
required, or the furnishing of which will not 
interfere with the contractor’s other orders 
and contracts with the Government, and to 
deliver the same within the time specified in 
such call. 

(17> Notice to the Government of la¬ 
bor disputes as set forth in § 406.105-3 
ofcthis title. 

(18 ) Notice of shipments as set forth 
in § 406.105-4 of this title. 

(19) Government property as set 
forth in § 412.503 of this title and sub- 
paragraph <20) of § 1006.202 (a). 

(20) Additional provisions concern¬ 
ing Government property as set forth 
in subparagraph (21 > of § 1006.202 (a). 

(21) Reporting of royalties as set 
forth in § 408.103 of this title. 

(22) Subcontracts as set forth in 
subparagraph <23) of § 1006.202 (a). 

(23; Reproduction rights as set forth 
in subparagraph (7) of § 1006.102 (b). 

<24; Inspection and audit of books as 
set forth in subparagraph (25) of 
§ 1006.202 (a). 

(25 > Employment of aliens as set 
forth in § 406.104-3 of this title and 
subparagraph (26) of § 1006.202 (a). 

(26) Shipping requirements as set 
forth m subparagraph (27) of § 1006.- 
202 (a). 

(27> Military security requirements 
as set forth in § 406.104-12 of this title. 

(28) Neutrality Act of 1939 as set 
forth in § 406.104-4 of this title. 

• 29) Guaranty as set forth in sub- 
paragraph (30) of § 1006.202 (a). 

(30) Insurance as set forth in sub- 
paragraph <31) of § 1006.202 (a). 

(3D Additional provisions to be in¬ 
serted in cost-plus-a-fixed-fee subcon¬ 
tracts as set forth in subparagraph (32) 
of § 1006.202 (a). 

(32) Release provisions as set forth in 
subparagraph (33) of § 1006.202 (a). 

(33) Gratuities as set forth in 
§ 406.104-16 of this title. 

(34> Examination of records as set 
forth in § 406.104-15 of this title. 

(35) Cailing prices as set forth in 
§ 406.103-22 of this title. 

(36; The contract clauses as set forth 
in § 406.104 of this title (not otherwise 
mentioned in this part; and Part 408 of 
this title will be used in accordance with 
instructions contained in said section 
and part. The clauses set forth in 
§§ 406.105-5. 406.105-7 and 408.106 of 
this title will be used where necessary or 
desirable to cover the subject matter 
contained in such clauses. 

<37; Alterations as set forth in 
§ 406.105-1 of this title will be used in 
accordance with instructions contained 
in subparagr&ph (18; of § 1006.102 (b). 

(38) Contractual contents as set forth 
in subparagraph (19) of § 1006.102 (b). 

(39) Approval as set forth in 
§ 406.105-2 of this title will be used in 
accordance with instructions contained 
in subparagraph (20; of § 1006.102 (b). 

SUBPART C—FIXED-PRICE CONTRACTS FOE 
RESEARCH AND DEVELOPMENT 

§ 1006.301 General . Pending issu¬ 
ance of Subpart C of Part 406 of this 
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title (Armed Services Procurement Reg¬ 
ulation) , all fixed-price contracts for re¬ 
search and development will be in the 
form and contain the clauses set forth 
in § 1006.402. 

SUBPART D—FIXED-PRICE SERVICE CONTRACTS 

§ 1006.401 Scope of subpart. This 
subpart sets forth the required and au¬ 
thorized clauses for use in fixed-price 
contracts for services. 

§ 1006.402 Nonpersonal service con¬ 
tracts. (a) All fixed-price contracts for 
nonpersonal services will consist of the 
following clauses in the following se¬ 
quence : 

(1) Definitions as set forth in 
§ 406.103-1 of this title. 

(2) Changes as set forth below: 

Changes. The Contracting Officer may. at 
any time, by a written order, issue additional 
instruction, require changed, modified or ad¬ 
ditional work and services or direct the omis¬ 
sion of work and services covered by this 
contract. If such changes cause a material 
Increase or decrease in tt^e amount or char¬ 
acter of the work to be performed under this 
contract, or in the time required for its per¬ 
formance, an equitable adjustment of the 
fixed price to be paid to the Contractor shall 
be made and the contract shaU be modified 
in writing accordingly. Any claim by the 
Contractor for adjustment under this clause 
must be asserted within 90 days from the 
date of receipt by the Contractor of the 
notification of change: Provided, however, 
That the Contracting Officer, if he decides 
that the facts justify such action, may re¬ 
ceive and act upon any such claim asserted 
at any time prior to final payment under 
this contract. Failure to agree to any ad¬ 
justment shall be a dispute concerning a 
question of the fact within the meaning of 
the clause of this contract entitled “Dis¬ 
putes’*. However, nothing in this clause shall 
excuse the Contractor from proceeding with 
the contract as changed. 

(3) Inspection as set forth in sub- 
paragraph (3) of § 1006.203 (a). 

(4) Payments as set forth in § 406.- 
103-7 of this title. 

(5) Assignment of claims as set forth 
in § 406.103-8 of this title. 

(6) Taxes as set forth in 5 411.401 of 
this title. The additional subparagraph 
set forth in subparagraph (10) of § 1006.- 
102 (a) may be included in said clause. 

(7) Default as set forth ifi § 406.103-11 
of this title. 

(8) Disputes as set forth in § 406.- 
103-12 of this title. 

(9) Notice and assistance as set forth 
in § 408.102 of this title. 

(10) Buy American Act as set forth in 
§ 406.103-14 of this title. 

(ID Convict labor as set forth in 
§ 411.203 of this title. 

(12) Eight-Hour Law as set forth in 
§ 411.303 of this title. 

(13) Nondiscrimination in employ¬ 
ment as set forth in § 411.803 of this title. 

(14) Officials not to benefit as set 
forth in § 406.103-19 of this title. 

(15) Covenants against contingent 
fees as set forth in § 406.103-20 of this 
title. 

(16) Termination for the convenience 
of the Government as set forth below: 

Termination for the convenience of the 
Government, (a) The performance of work 
under this contract may be terminated by 
the Government in accordance with this 
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clause in whole, or from time to time In part 
whenever the Contracting Officer shaU deter¬ 
mine that such termination is the best in¬ 
terest of the Government. Any such termi¬ 
nation shall be effected by delivery to the 
Contractor of a Notice of Termination speci¬ 
fying the extent to which the performance 
of work under this contract is terminated, 
and the date upon which such termination 
becomes effective. 

(b) After receipt of a Notice of Termina¬ 
tion, and except as otherwise directed by the 
Contracting Officer, the Contractor shall (1) 
stop work under the contract on the date 
and to the extent specified in the Notice of 
Termination; (2) place no further orders or 
subcontracts for materials, services or fa¬ 
culties except as may be necessary for com¬ 
pletion of such portion of the work under 
this contract as is not terminated; (3) termi¬ 
nate all orders and subcontracts to the ex¬ 
tent that they relate to the performance of 
work terminated by the Notice of Termina¬ 
tion; (4) assign to the Government, in the 
manner and to the extent directed by the 
Contracting Officer, all of the right, title and 
Interest of the Contractor under the orders 
or subcontracts so terminated; (5) settle all 
outstanding liabilities and all claims arising 
out of such termination of orders and sub¬ 
contracts with the approval or ratification of 
the Contracting Officer, to the extent he may 
require, which approval or ratification shall 
be final for all the purposes of this clause; 

(6) transfer title (to the extent that title has 
not already been transferred) and. in the 
manner, to the extent and at the times di¬ 
rected by the Contracting Officer, deliver to 
the Government (i) the fabricated or unfab¬ 
ricated parts, work in process, completed 
work, supplies] and other material produced 
as a part of, or acquired in respect of the 
performance of, the work terminated by the 
Notice of Termination, and (U) the com¬ 
pleted or partially completed plans, drawings, 
information and other property which, if this 
contract had not been terminated, would be 
required to be furnished to the Government; 

(7) use his best efforts to sell in the manner, 
at the times, to the extent, and at the price 
or prices directed or authorized by the Con¬ 
tracting Officer, any property of the types 
referred to in provision (6) of this para¬ 
graph; provided. how f ever, that the Con¬ 
tractor (i) shall not be required to extend 
credit to any purchaser, and (ii) may retain 
any such property at a price or prices ap¬ 
proved by the Contracting Officer and pro¬ 
vided further, that the proceeds of any such 
transfer or disposition shall be applied in 
reduction of any payments to be made by 
the Government to the Contractor under this 
contract or shall otherwise be credited to the 
price or cost of work covered by this contract 
or paid in such other manner as the Con¬ 
tracting Officer may direct; (8) complete per¬ 
formance of such part of the work as sbail 
not have been terminated by the Notice of 
Termination; and (9) take such action as 
may be necessary, or as the Contracting Of¬ 
ficer may direct, for the protection and pres¬ 
ervation of the property related to this con¬ 
tract. which is in possession of the Con¬ 
tractor and in which the Government has or 
may acquire an interest. At any time after 
expiration of the plant clearance period, as 
defined in Section VIII, Armed Services Pro¬ 
curement Regulation, as it may be amended 
from time to time, the Contractor may sub¬ 
mit to the Contracting Officer a list, cer¬ 
tified as to quantity and quality, of any or 
all items of termination inventory not pre¬ 
viously disposed of, exclusive of items the 
disposition of which has been directed or au¬ 
thorized by the Contracting Officer, and may 
request the Government to remove such 
items or enter into a storage agreement cov¬ 
ering them. Not later than fifteen (15) days 
thereafter, the Government will accept title 
to such items and remove them or enter into 
a storage agreement covering the same pro¬ 


vided that the list submitted shall be sub¬ 
ject to verification by the Contracting Of¬ 
ficer upon removal of the items, or if the 
items are stored, within forty-five (45) daya 
from the date of submission of the list, and 
any necessary adjustment to correct the list 
as submitted shall be made prior to final 
settlement. 

(c) After receipt of a Notice of Termina¬ 
tion the Contractor shall submit to the 
Contracting Officer its termination claim in 
the form and with the certification pre¬ 
scribed by the Contracting Officer. Such 
claim shall be submitted promptly but in 
no event later than two years from the ef¬ 
fective date of termination, unless one or 
more extensions in writing are granted by 
the Contracting Officer upon request of the 
Contractor made in writing within such two- 
year period or authorized extension there¬ 
of. Upon failure of the Contractor to sub¬ 
mit a termination claim within the time 
allowed, the Contracting Officer shall de¬ 
termine, on the basis of information avail¬ 
able to him. the amount. If any, due to the 
Contractor by reason of the termination. 

(d) Subject to the provisions of para¬ 
graph (c) above, the Contractor and the 
Contracting Officer may agree upon the 
whole or any part of the amount or amounts 
to be paid to the Contractor by reason of the 
total or partial termination of work pur¬ 
suant to this clause, which amount or 
amounts may include a reasonable allow¬ 
ance for profit on work done. The contract 
shall be amended accordingly and the Con¬ 
tractor shall be paid the agreed amount. 
Nothing In paragraph (e) of this clause, 
prescribing the amount to be paid to the 
Contractor in the event of failure of the 
Contractor and the Contracting Officer to 
agree upon the whole amount to be paid to 
the Contractor by reason of the termination 
of work pursuant to this clause, shall be 
deemed to limit, restrict, or otherwise deter¬ 
mine or affect the amount or amounts which 
may be agreed upon to be paid to the Con¬ 
tractor pursuant to this paragraph (d). 

(e) In the event of the failure of the Con¬ 
tractor and the Contracting Officer to agree 
in whole or in part, as provided in paragraph 
(d) above, as to the amount or amounts to be 
paid to the Contractor in connection with the 
termination of work pursuant to this clause, 
the Contracting Officer, but without dupli¬ 
cation of any amounts agreed upon in 
accordance with paragraph (d) above, shall 
determine on the basis of Information avail¬ 
able to him. the amount, if any. due to the 
Contractor by reason of the termination. 

(f) The Contractor shall have the right of 
appeal, under the clause entitled “Disputes", 
from any determination of the amount due 
to the Contractor made by the Contracting 
Officer under paragraphs (c) or (e) above, 
except that if the Contractor has failed to 
submit a* claim within the time provided in 
paragraph (c) above, and has failed to re¬ 
quest extension of such time, the Contractor 
shall have no such right of appeal. In any 
case where the Contracting Officer has made 
a determination of the amount due under 
paragraphs (c) or (e) above, the Government 
shall pay to the Contractor the following: 
(i) if there is no right of appeal hereunder or 
if no timely appeal has been taken, the 
amount so determined by the Contracting 
Officer, or (ii) if an appeal has been taken, 
the amount finally determined on such ap¬ 
peal. 

(g) In arriving at the amount due to the 
Contractor under this clause there shall be 
deducted (1) all unliquidated advance or 
other unliquidated payments theretofore 
made to the Contractor. (2) any claim which 
the Government may have against the Con¬ 
tractor in connection with this contract, and 
(3) the agreed price for, or the proceeds of 
sale of. any materials, supplies or other 
things acquired by the Contractor or sold 
pursuant to the provisions of this clause and 
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pot otherwise recovered by or credited to the 
Government. 

(h) It the termination hereunder be par¬ 
tial. prior to the settlement of the terminated 
portion of this contract, the Contractor may 
file with the Contracting Officer a request in 
writing for an equitable adjustment of the 
price or prices specified in the contract relat¬ 
ing to the continued portion of the contract 
(the portion not terminated by the Notice 
of Termination), and such equitable adjust¬ 
ment as may be agreed upon shall be made 
in such price or prices. 

(i) The Government may, from time to 
time, under such terms and conditions as it 
mny prescribe, make partial payments and 
payments on account against costs incurred 
by the Contractor in connection with the 
terminated portion of the contract whenever 
in the opinion of the Contracting Officer the 
aggregate of such payments shall be within 
the amount to which the Contractor will be 
entitled hereunder. If the total of such pay¬ 
ments Is In excess of the amount finally 
determined to be due under this clause, such 
excess shall be payable by the Contractor to 
the Government upon demand, together with 
Interest computed at the rate of 6 percent 
per annum, for the period from the date 
such excess payment Is received by the Con¬ 
tractor to the date on which such excess is 
repaid to the Government; provided, how¬ 
ever. that no Interest shall be charged with 
respect to any such excess payment attrib¬ 
utable to a reduction in the Contractor’s 
claim by reason of retention or other dispo¬ 
sition of termination inventory until 10 days 
after the date of such retention or dispo¬ 
sition. 

(J) Unless otherwise provided for in this 
contract, or by applicable statute, the Con¬ 
tractor. from the effective date of termina¬ 
tion and for a period of six years after final 
settlement under this contract, shall pre¬ 
serve and make available to the Government 
at all reasonable times at the office of the 
Contractor, but without direct charge to the 
Government, all its books, records, docu¬ 
ments, and othefr evidence bearing on the 
casts and expenses of the Contractor under 
this contract and relating to the work termi¬ 
nated hereunder, or, to the extent approved 
by the Contracting Officer, photographs, 
micro-photographs, or other authentic re¬ 
productions thereof. 

Note: Provisions of the reference “Section 
VIH. Armed Services Procurement Regula¬ 
tion” in a foregoing clause are contained in 
Part 407 of this title. 

(17) Notice to Government of labor 
disputes as set forth in § 406.105-3 of this 

title. 

(18) Employment of aliens as set forth 
in § 406.104-3 of this title, and in sub- 
paragraph (9) of § 1006.102 (b). 

( 19> Military security requirements as 
set forth in § 406.104-12 of this title. 

(20) Government-furnished property 
as set forth in § 412.502 of this title and 
subparagraph (5) of § 1006.102 (b). 

(21) Subcontracts as set forth below: 

Subcontracts . No contract shall be made 
by the Contractor with any other party for 
furnishing any of the work or services herein 
contracted for without the written approval 
of the Contracting Officer, but this provision 
shall not be taken as requiring the approval 
of contracts of employment between the Con¬ 
tractor and personnel assigned for service 
hereunder. 

(22) Inspection and audit of books 
^ set forth in subparagraph (8) of 
§ 1006.102 (b). 

(23) Gratuities as set forth in § 406.- 
104-16 of this title. 

( 24) Examination of records as set 
iorth in g 406.104-15 of this title. 


(25) Ceiling prices as set forth in 
§ 406.103-22 of this title. 

(26) The contract clauses as set forth 
in § 406.104 of this title (not otherwise 
mentioned in this part) and part 408 of 
this title will be used in accordance with 
instructions contained in said section 
and part. The clauses set forth in 
§§ 406.105-5, 406.105-7 and 408.106 of 
this title will be used where necessary or 
desirable to cover the subject matter 
contained in such clauses. 

(27) Alterations as set forth in 
§ 406.105-1 of this title will be used in 
accordance with instructions contained 
in subparagraph (18) of § 1006.102 (b). 

(28) Contractual contents as set forth 
in subparagraph (19) of § 1006.102 (b). 

(29) Approval as set forth in 
§ 406.105-2 of this title will be used in ac¬ 
cordance with instructions contained in 
subparagraph (20) of § 1006.102 (bK 

§ 1006.403 Personal service contracts. 
(a) All fixed-price contracts for personal 
service will consist of the following 
clauses in the following sequence: 

(1) Definitions as set forth in 
§ 406.103-1 of this title. 

(2) Assignment of claims as set forth 
in § 406.103-8 of this title. 

(3> Disputes as set forth in § 406.103- 
12 of this title. 

(4) Officials not to benefit as set forth 
in § 406.103-19 of this title. 

(5) Covenant against contingent fees 
as set forth in § 406.103-20 of this title. 

(6) Termination for the convenience 
of the Government as set forth below: 

Termination for the convenience of the 
Government, (a) The performance of work 
under this contract may be terminated by 
the Government in accordance with th*s 
clause In whole, or from time to time in 
part, whenever the Contracting Officer shall 
determine that any such termination is in 
the best interests of the Government. Any 
such termination shall be effected by deliv¬ 
ery to the Contractor of a Notice of Termi¬ 
nation specifying the extent to which 
performance of work under the contract is 
terminated, and the date upon which such 
termination becomes effective. 

(b) Upon receipt of a Notice of Termina¬ 
tion the Contractor shall, except as otherwise 
directed by the Contracting Officer, (1) dis¬ 
continue all work to the extent and on the 
date specified in such notice and (2) trans¬ 
fer title and deliver to the Government, in 
the manner, to the extent and at the times 
directed by the Contracting Officer, the com¬ 
pleted and partially completed work, ma¬ 
terial, drawings, data, information, reports 
and other property produced as a part of, 
or acquired In connection with the perform¬ 
ance of. the work terminated in such notice. 

(c) Upon termination of work as provided 
in this clause*, the Contractor shall, in respect 
to the work terminated by the Notice of 
Termination, be paid that part of the fixed- 
price set forth in the clause of this contract 
entitled “Payment” which has accrued for 
services rendered hereunder up to the effec¬ 
tive date of such notice and any other 
amounts properly owing to the Contractor 
under the aforesaid “Payments” clause 
which Is theretofore unpaid. Settlement of 
the termination of the contract under the 
provisions of this paragraph (c) shall be 
evidenced by a Supplemental Agreement to 
the contract. 

(d) Any dispute arising out of the termi¬ 
nation of the contract under this clause shall 
be decided in accordance with the proce¬ 
dure prescribed In the “Disputes” clause 
hereof. 


(7) Military security-requirements as 
set forth m § 406.104-3 of this title. 

. (8) Subcontracts as set forth below: 

Subcontracts. No contract shall be made 
by the Contractor with any other party for 
furnishing any of the work or services herein 
contracted for. 

(9) The contract clauses as set forth 
in § 406.104 of this title (not otherwise 
mentioned in this part) and part 408 of 
this title will be used in accordance with 
instructions contained in said section 
and part. The clauses set forth in 
§§ 406.105-5, 406.105-7. and 408.106 of 
this title will be used where necessary 
or desirable to cover the subject matter 
contained in such clauses. 

(10) Examination of records as set 
forth in § 406.104-15 of this title. 

(11) Alterations as set forth in 
§ 406.105-1 of this title will be used in 
accordance with instructions contained 
in subparagraph (18) of § 1006.102 (b). 

< 12 > Contractual contents as set forth 
in subparagraph tl9) of § 1006.102 (b). 

(13) Approval as set forth in § 406.- 
105-2 of this title will be used in accord¬ 
ance with instructions contained in sub- 
paragraph (20) of § 1006.102 <b). 

§ 1006.404 Contracts with German 
and Austrian Nationals (Paperclip) . (a) 
All contracts for personal services with 
German and Austrian Nationals will con¬ 
sist of the following clauses in the fol¬ 
lowing sequence: 

(1) Scope of employment as set forth 
below: 

Scope of employment. The Contractor, 
during the entire term of this contract, un¬ 
dertakes to prosecute and, to the best of his 
ability and skill, perform such scientific and 
technical tasks as may be assigned to him 
by the Contracting Officer, at such place or 
places as may be designated, and agrees, at 
all times, to do hlB utmost to enhance, de¬ 
velop and further the interests of the Gov¬ 
ernment. In connection wPh the tasks as¬ 
signed to him. 

The nature of the personal services to be 
performed by the Contractor Is as follows: 

Technical Consultant Services 

(2) Administration as set forth below: 

Administration. The Contractor agrees 
that he shall be and remain under the super¬ 
vision of such military or civilian personnel 
of the Government as the Government may 
designate. 

(3) Security regulations as set forth 
below: 

Security regulations. In view of the con¬ 
fidence and trust reposed In the Contractor 
under the special circumstances of this con¬ 
tract. and in view of the vital connection 
of the project contemplated hereunder to the 
defense, security, and welfare of the United 
States, and as a condition to formal admit¬ 
tance to this country, the Contractor agrees 
to observe such security measures as the 
President of the United States or the Secre¬ 
tary or the Contracting Officer may direct. 

(4) Report of espionage as set fdrth 
below: 

Report of espionage. The Contractor 
agrees that he will immediately report to 
the Contracting Officer whenever for any 
cause he has reason to believe that any active 
danger of espionage or sabotage exists in any 
place at which he Is assigned, including com¬ 
plete Information relating to the reasons 
which cause the Contractor to be apprehen¬ 
sive of such danger. 
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(5) Period of performance and com¬ 
pensation as set forth below: 

Period of performance and compensation. 

(a) The term of the contract and rate of 
compensation shall be as follows: 

(1) Term: __ 1951, to --— 

19... Inclusive. 

(2) Rate: $-per- 

(b) The compensation herein provided 
shall not accrue: 

(1) For time spent on emergency leave 
computed from the day of departure from 
place of employment to day of return to such 
place of employment unless accrued leave is 
authorized to be utilized. 

(2) For absences from place of duty with¬ 
out authority. 

(3) For agreed absences without compen¬ 
sation. 

(c) In addition to the above salary provi¬ 
sions and in connection with travel directed 
by the Government, the Contractor shall be 
paid a per diem In lieu of subsistence at the 
rate and in the manner prescribed by law 
and regulations for civilian employees of the 
Government. It Is specifically understood 
and agreed that per diem shall not accrue: 

(1) After date of termination hereof as 
hereinafter provided. 

(2) While In a travel status on emergency 
leave. 

(3) When quarters and subsistence are 
furnished by the Government at no charge. 

(d) The Contractor shall be entitled, in 
the same manner as full-time Civil Service 
employees, to (i) overtime compensation, 
(ii) holiday premium compensation, and 
(ill) compensation for holidays on which no 
work is performed. 

(6^ Hours of work as set forth below: 

Hours of work. The hours of employment 
are based upon a five-day, forty-hour week 
which shall be standard for pay and leave 
purposes. 

(7) Leave as set forth below: 

Leave. The Contractor shall earn, accrue, 
accumulate, and be granted sick and an¬ 
nual leave in accordance with laws and regu¬ 
lations applicable to full-time permanent 
Civil Service employees of the United States 
Government in effect on the date of this con¬ 
tract. 

(8) Patents and copyrights as set 
forth below: 

Patents and copyrights. The Contractor, 
without further compensation, agrees: 

(a) To disclose to the Contracting Officer 
all Inventions conceived or first reduced to 
practice, or both conceived and reduced to 
practice by him during the term of this con¬ 
tract and for a period of six months after 
the termination thereof; 

(b) To assign and transfer to the Govern¬ 
ment. as represented by the Secretary or his 
designees, the entire right, title, and inter¬ 
est in and to any and all inventions which 
Contractor conceives or first reduces to prac¬ 
tice, or both conceives and reduces to prac¬ 
tice. during the term of this contract or 
which are disclosed in an application for 
patent filed within six months thereafter, 
which Inventions were made (1) during 
working hours, or (2) with a contribution, 
by the Government of facilities, equipment, 
materials, funds, or information, or of time 
or services of Government employees on offi¬ 
cial duty, or (3) bear a direct relation to or 
are made in consequence of the official duties 
of the Contractor; and to sign and execute 
all papers necessary to the filing and prose¬ 
cution of applications for patents on such 
Inventions and for conveying to the Gov¬ 
ernment title to such Inventions and appli¬ 
cations for patent thereon; 

(c) To grant to the Government as repre¬ 
sented by the Secretary, a non-exclusive. 
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roy£ilty-free license in and to any and all 
inventions which Contractor conceives, or 
first reduces to practice, or both conceives 
and reduces to practice, during the term of 
this contract and for a period of six months 
thereafter and which Contractor is not re¬ 
quired to assign to the Government of the 
United States in accordance with the pro¬ 
visions of subparagraph (b) above: and to 
sign and execute all papers necessary to con¬ 
vey to the Government the rights to which 
it is entitled in accordance with this pro¬ 
vision; 

(d) All applications for United States pat¬ 
ents In which the Contractor Is named as an 
inventor during the period beginning six 
months after the termination of this con¬ 
tract and continuing to 24 months next fol¬ 
lowing the termination or expiration of this 
contract will be submitted to the Secretary, 
at the time of or prior to filing, together 
with a sworn statement as to the circum¬ 
stances under which the Invention was made, 
including dates of conception and reduction 
to practice. The Secretary will determine 
whether the said circumstances are so re¬ 
lated to Contractor's employment under this 
contract that the Government is entitled to 
rights under such Invention or inventions 
in accordance with subparagraphs (b) or (c) 
above, and upon a finding that the Govern¬ 
ment is so entitled to rights, the determina¬ 
tion of the Secretary as to the nature and 
extent of such rights shall be final, and 
the Contractor agrees to execute all papers 
necessary to convey to the Government the 
rights to which it is entitled as determined 
by the Secretary: and 

(e) For himself, his heirs and assigns, to 
assert no copyright at common law and to 
make no claim to copyright by statute in any 
material first produced by him in the per¬ 
formance of this contract. 

(9) Transportation as set forth below: 

Transportation . (a) The Government will 
provide for transportation of the Contractor: 

(1) In furtherance of a permanent change 
of duty station relating to his employment 
under the terms of this contract, in accord¬ 
ance with Executive Order 9805, as heretofore 
or hereafter amended; and 

(2) In furtherance of the contract, as de¬ 
termined by the Government In accordance 
with Standardized Government Travel Reg¬ 
ulations, as heretofore or hereafter amended. 

(b) In addition to the allowances pro¬ 
vided for in subparagraph (a) (1) hereof, 
and at the expense of the Government, the 
Contractor will be authorized shipment of 
scientific books and equipment used in the 
performance of his work in connection with 
a permanent change of duty station. 

(10) Housing as set forth below: 

Housing. The Government will endeavor 
to assist the Contractor in procuring suitable 
housing at or near the place of employment. 
The cost of housing will be borne by the 
Contractor. Where public quarters are made 
available, the Contractor is authorized to use 
such facilities at the rate and on the basis 
prescribed for civilian employees of the Gov¬ 
ernment. The Contractor agrees to pay all 
Incidental expenses normally charged there¬ 
for, such as orderly fees. 

(11) Subsistence as set forth below: 

Subsistence. Where suitable messing fa¬ 
cilities are operated by the Government at 
the place of employment, the Contractor may 
be authorized to use such facilities at the 
rate and on the basis prescribed for civUlan 
employees of the Government. 

(12) Medical services as set forth be¬ 
low: 

Medical services. Medical Service will be 
provided by the Government to the Con¬ 
tractor on the same basis and at the same 


cost as provided for civUian employees of the 
Government at the location of employment. 
Reasonable access to civilian medical care 
will be permitted at the expense of the Con¬ 
tractor. 

(13) Burial and effects as set forth 
below: 

Burial and effects. During the term here¬ 
of, in event of the death of the Contractor, 
the Government will provide for local burial 
and return of the personal effects to depend¬ 
ents. If requested by dependents, and when 
time and conditions, as determined by the 
Government, permit, the body will be re¬ 
turned to his original place of residence at 
the expense of the Government. In the 
event that, after the death of the Contractor, 
the Contractor’s dependents elect to return 
to his original place of residence, the Gov¬ 
ernment. at its option, will provide for trans- 
portation of such dependents to his prlginal 
place of residence, together with their per¬ 
sonal and household effects not in excess of 
three thousand (3,000) pounds net weight. 

(14> Injuries as set forth below: 

Infuries. The Contractor is covered by the 
provisions of United States Employees’ Com¬ 
pensation Act. as amended (5 U. S. C. 751 
et seq.). 

(15) Dependents as set forth below: 

Dependents. The Government shall have 
the full right and privilege, after appropriate 
investigation, to determine which person or 
persons nominated by the Contractor as his 
dependents are to be considered for the pur¬ 
poses of this contract as the Contractor’s 
dependents. (Normally a lawful wife, de¬ 
pendent parent, unmarried minor children, 
unmarried minor dependent step-children 
and unmarried minor dependent adopted* 
children will be recognized by the Govern¬ 
ment as bona fide dependents provided each 
resides in Contractor's household.) 

(16) Visas as set fdfth below: 

Visa. Upon signature of this contract 
and provided the personal conduct and po¬ 
litical background of the Contractor, as de¬ 
termined by the Government, merit such 
action, the Government will, upon request, 
favorably recommend the Contractor for an 
immigration visa. In the event of such rec¬ 
ommendation. the Government, upon re¬ 
quest, will also favorably recommend for an 
immigration visa such of Contractor’s de¬ 
pendents whose personal conduct and po¬ 
litical background, as determined by the 
Government, merit such action. 

(17) Officials not to benefit as set 
forth in § 406.103-19 of this title. 

(18) Covenant against contingent fees 
as set forth in § 406.103-20 of this title. 

(19) Disputes as set forth in 
§ 406.103-12 of this title. 

(20) Termination as set forth below: 

Termination. This contract may be ter¬ 
minated by the Government at its option: 

(a) When the Government administra¬ 
tively determines the Contractor to be un¬ 
satisfactory for the purposes of this contract 
or his conduct to be below required standards 
or when for any other reason it is determined 
that his services are no longer required. 

(b) When and if the Contractor’s visa, 
where Issued, is revoked or Invalidated or If 
the Contractor is denied entry into the 
United States. 

(c) By mutual agreement. 

(d) When the health of the Contractor, as 

determined by the Government, is such that 
he cannot properly perform his assigned 
duties. 

(21) Definitions as set forth in § 406.- 
103-1 of tills title. 










Thursday, August 13, 1953 


FEDERAL REGISTER 


4S09 


(22) Disclosure of information as set 
forth below: 

Disclosure of information. The Contractor 
agrees that he will not disclose to any person 
not entitled to receive it any information 
relative to top secret, secret, confidential, or 
restricted matter as defined in current mili¬ 
tary regulations that may come to the knowl¬ 
edge of th£* Contractor. 

(23) Certification as set forth below: 

Certification, (a) Contractor certifies that, 
to the best of his knowledge and belief, his 
physical condition, character and qualifica¬ 
tions are such as to permit him to fulfill this 
contract. 

(b) Contractor certifies that he has read 
the within contract governing his employ¬ 
ment as contemplated herein, and agrees that 
he will recognize its terms as the conditions 
under which employment is accepted and 
held. 

(c) Contractor certifies and affirms that 
this contract contains all of the agreements, 
promises, understandings, and representa¬ 
tions, verbal or otherwise, made on the part 
of thfi Government or any of its representa¬ 
tives. authorized or unauthorized. 

(24) Examination of records as set 
forth in § 406.104-15 of this title. 

(25) Approval of contract as set forth 
below: 

Approval of contract. This contract shall 
be subject to the approval of the Secretary, 
or his duly authorized representative, and 
shall not be binding until so approved. 

5 1006.405 Contracts for technical 
representative services, (a) All fixed- 
price contracts for technical representa¬ 
tive services will include the following 
clauses in the following sequence: 

(1) Definitions as set forth in 
§ 406.103-1 of this title plus the follow¬ 
ing additional paragraphs: 

(d) The term “technical representatives** 
as used herein includes technicians, field 
engineers, and specialists. 

(e) The term "man month" as used here¬ 
in shall be deemed to be the time devoted to 
the performance of services hereunder by 
one technical representative during a period 
of one calendar month. 

(f) The term “continental limits of the 
United States" as used herein means any 
place within the territorial limits of the 48 
States and the District of Columbia. 

(g) The term “overseas" as used herein 
means any place outside the territorial limits 
of the 48 States and the District of Columbia. 

(h) For the purpose of giving any of the 
directions to the Contractor contemplated 
by this clause, the term “Contracting Officer" 
Includes the Commanding General, Air Ma¬ 
teriel Command, and any duly authorized 
representative. 

(2) Changes as set forth in subpara¬ 
graph (2) of § 1006.402 (a). 

(3) Assignment of claims as set forth 
in § 406.103-8 of this title. 

(4) Default as set forth in § 406.103- 

11 of this title. 

(5) Disputes as set forth in § 406.103- 

12 of this title. 

( 6) Notice and assistance as set forth 
in § 408.102 of this title. 

<7) Convict labor as set forth in 
5 411.203 of tliis title. 

(8) Eight-Hour Law as set forth in 
§ 411.303 of this title. 

(9) Nondiscrimination in employment 
as set forth in § 411.803 of this title. 

(10) Officials not to benefit as set 
forth in § 406.103-19 of this title. 


(11) Covenant against contingent 
fees as set forth in § 406.103-20 of this 
title. 

(12) Termination for convenience of 
the Government as set forth below: 

Termination for convenience of the Gov¬ 
ernment. (a) The performance of work un¬ 
der this contract may be terminated by the 
Government in accordance with this clause 
In whole, or from time to time In part, when¬ 
ever the Contracting Officer shall determine 
that such termination is for the best inter¬ 
ests of the Government. Any such termina¬ 
tion shaU be effected by delivery to the 
Contractor of a Notice of Termination speci¬ 
fying the extent to which performance of 
work under the contract is terminated and 
the date upon which such termination be¬ 
comes effective. Upon receipt of a Notice 
of Termination and, except as otherwise 
directed by the Contracting Officer, the Con¬ 
tractor shall stop work under (1) the con¬ 
tract on the date and to the extent specified 
in the Notice of Termination, (2) proceed 
promptly with the return to Its plant of 
such of its technical representatives as may 
be covered by said Notice of Termination, 
and (3) transfer title and deliver to the 
Government in the manner, apd at the times 
and to the extent directed by the Contract¬ 
ing Officer, the plans, drawings, information 
and other property which, if the contract 
had been completed, would have been re¬ 
quired to be furnished to the Government. 

(b) Upon termination of work, as provided 
in paragraph (a) above, the Contractor shall, 
in respect to such technical representatives 
as may be covered by said Notice of Termina¬ 
tion. be paid that part of the fixed price set 
forth in the provision entitled “Considera¬ 
tion and Payment" of the Schedule which 
was accrued for services rendered hereunder 
up to the effective date of such notice, and 
for time necessary for such technical repre¬ 
sentatives to return to the plant of the Con¬ 
tractor after the effective date of said notice 
and any amounts properly owing to it under 
said “Consideration and Payment" clause 
and theretofore unpaid. If, at the date of 
said notice, certain costs have actually been 
incurred by the Contractor in connection 
with the contract preliminary to the depar¬ 
ture of the technical representatives covered 
by said Notice of Termination from the plant 
of the Contractor which are allocable to the 
entire period of performance contemplated 
hereunder, the Government will pay to the 
Contractor such sum as the Contracting 
Officer and the Contractor may agree is prop¬ 
erly allocable to the terminated portion of 
the contract. Settlement under the provi¬ 
sions of this paragraph (b) shall be evidenced 
by a Supplemental Agreement to the con¬ 
tract. 

(c) Any dispute arising out of the termi¬ 
nation of the contract under this clause shall 
be decided in accordance with the procedure 
prescribed in the “Disputes" clause hereof. 

(13) Notice to Government of labor 
disputes as set forth in § 406.105-3 of 
this title. 

(14 > Employment of aliens as set forth 
in § 406.104-3 of this title and in sub- 
paragraph (9) of § 1006.102 (b). 

(15) Military security requirements as 
set forth in § 406.104-12 of this title. 

(16) Government-furnished property 
as set forth in § 412.502 of this title and 
subparagraph (5) of § 1006.102 (b). 

(17) Subcontracts as set forth in sub- 
paragraph (21) of § 1006.402 (a). 

(18) Inspection and audit of books as 
set forth in subparagraph (8) of 
§ 1006.102 (b). 

(19) Capture and detention as set 
forth below authorized for oversea 
services: 


Capture and detention. In the event any 
Contractor personnel assigned to duty under 
this contract is found to be missing from his 
place of employment, whether or not such 
personnel then actually was engaged in the 
course of his employment, under circum¬ 
stances supporting an inference that his 
absence was due to the action of a hostile 
force or the force of any power not allied 
with the United States in a common mili¬ 
tary effort, or is known to have been taken 
prisoner, hostage, or otherwise detained by 
a hostile force or the force of any power not 
allied with the United States in a common 
military effort, the time spent by such per¬ 
sonnel during such detention (which shall 
be construed to include the period until such 
personnel is returned to his place of employ¬ 
ment, or to the United States, or is able to 
be returned to the Jurisdiction of the United 
States, or death in fact Is established by a 
finding by the Federal Security Adminis¬ 
trator or other Federal body having Juris¬ 
diction or by other evidence satisfactory to 
the contracting officer, or death can legally 
be presumed to have occurred) shall not be 
considered as time spent in the performance 
of services hereunder and the Government 
shall not be obligated to make any payment 
on account of such personnel except as pro¬ 
vided in this paragraph. The Contractor is 
authorized to and shall enter into agree¬ 
ments with personnel hereunder to pay bene¬ 
fits to the extent not otherwise paid to such 
personnel in the event of. and during the 
time spent by such personnel during such 
detention, as construed above, which will 
equal the total wage due for such period of 
detention, as construed above, computed on 
the basis of wage rate being paid such per¬ 
sonnel at the time of such detention. Claims 
for benefits shall be made under applicable 
law with the Administrator. In the event 
that the Contractor is obligated by agree¬ 
ments, authorized above, to pay and shall 
have paid benefits in an amount not paid 
or payable by the Administrator on account 
of such detention of such personnel, the 
Government shall pay to the Contractor, in 
respect of such personnel during the period 
of such detention, as construed above, such 
amount which when added to the amount 
paid or to be paid in respect of such per¬ 
sonnel by the Administrator, whether to the 
Contractor or otherwise, will equal the total 
wage due for such period of detention, as 
construed above, computed on the basis of 
wage rate being paid such personnel at the 
time of such detention. Subject to the 
availability of funds therefor, the obligation 
of the Government to make payments pro¬ 
vided for by this paragraph shall continue 
in effect during the period of such detention, 
as construed above, and shall survive the 
earlier expiration or termination of this 
contract. 

(20) Gratuities as set forth in § 406.- 

104- 16 of this title. 

(21) Examination of records as set 
forth in § 406.104-15 of this title. 

(22) The contract clauses as set forth 
in § 406.104 of this title (not otherwise 
mentioned in this part) and Part 408 of 
this title will be used in accordance with 
instructions contained in said section 
and part. The clauses as set forth in 
§§ 406.105-5. 406.105-7 and 408.106 of 
this title will be used where necessary or 
desirable to cover the subject matter 
contained in such clauses. 

(23) Alterations as set forth in § 406- 

105- 1 of this title will be used in accord¬ 
ance with instructions contained in 
subparagraph (18) of <§ 1006.102 (b). 

(24) Contractual contents as set forth 
in subparagraph (19) of § 1006.102 (b). 

(25) Approval as set forth in § 406.- 
105-2 of this title will be used in accord- 
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ance with instructions contained in 
subparagraph (20) of § 1006.102 (b). 

SUBPART E—TIME AND MATERIALS CONTRACTS 

§ 1006.501 Scope of subpart . This 
subpart sets forth authorized clauses for 
use in time and materials contracts. 
The use of this form of contract should 
be limited to those situations and gov¬ 
erned by the conditions set forth in 
§ 402.407 of this title and § 1003.403 (a). 

§ 1006.502 Contract clauses, (a) All 
time and materials contracts will in¬ 
clude the following clauses in the follow¬ 
ing sequence: 

(1) Definitions as set forth in 
§ 406.103-1 of this title. 

(2) Changes as set forth below: 

Changes. The Contracting Officer may, at 
any time, by a written order, issue additional 
instructions, require changed, modified or 
additional work and services or direct the 
omission of work and services covered by this 
contract. If such changes require a change 
in the time of performance of the work 
called for hereunder, the contract shall be 
modified in writing accordingly. The hourly 
rate set forth in the Schedule shall not be 
adjusted by reason of any order issued under 
this clause. 

(3) Inspection as set forth below: 

Inspection . (a) All material and work¬ 

manship shall be subject to inspection and 
test by representatives of the Government. 
For this purpose, the Contractor shall al¬ 
low, at all times, inspectors and other Gov¬ 
ernment personnel free access to the plant 
and operations and shall furnish such fa¬ 
cilities, supplies and services as may be re¬ 
quired for the work. The Contractor shall 
Inform the inspector when services and sup¬ 
plies are ready for inspection. The Govern¬ 
ment representative shall have the right to 

(i) require the replacement of parts which 
are not in accordance with applicable speci¬ 
fications, and (il) require the correction of 
defects; any of such replacement or cor¬ 
rection which is required by virtue of the 
Contractor’s inferior workmanship or unsat¬ 
isfactory inspection system, shall be accom¬ 
plished at the sole cost and expense of the 
Contractor. 

(b) The Contractor shall provide and 
maintain a complete Inspection system ac¬ 
ceptable to the Government covering the 
inspection of the services and supplies fur¬ 
nished under this contract. Records of all 
inspection work by the Contractor shall be 
kept complete and available to the Govern¬ 
ment during the performance of the con¬ 
tract. 

(c) The inspection and test by the Gov¬ 
ernment of any particular item of work does 
not relieve the Contractor from any respon¬ 
sibility regarding any failures to meet con¬ 
tract requirements which may be subse¬ 
quently discovered prior to final acceptance. 

(d) The Contractor covenants and agrees 
to employ only qualified and competent em¬ 
ployees in the performance of this contract, 
and that employees used will, on the aver¬ 
age, be as efficient as the average for the 
departments of its plant concerned with per¬ 
formance of this contract. 

(4) Payments as set forth below: 

Payments —(a) Time rate. (1) Upon cer¬ 
tification to and approval by the Contract¬ 
ing Officer of properly substantiated vouchers 
indicating the number of direct labor hours 
performed, the Government will pay the Con¬ 
tractor amounts Computed by applying the 
appropriate Time Rate set forth in the 
Schedule to such hours, which rates shall in¬ 
clude wages, overhead, general and admin¬ 
istrative expense (except as otherwise pro¬ 
vided), and profit. Fractional parts of an 


hour shall be payable on a pro rata basis. 
The Contractor will substantiate vouchers by 
Individual daily job time cards, preferably 
signed by the workers performing the serv¬ 
ices, and in all cases by evidence of actual 
payment. Payments will normally be made 
at Contractor’s payroll Intervals, but may be 
varied if conditions so warrant. 

(2) Notwithstanding the provisions of 
subparagraph (1) hereof, the Contracting 
Officer shall withhold payment of amounts 
due under this paragraph (a) equivalent to 
any average payment hereunder, at such 
time as may be deemed appropriate by the 
Contracting Officer. Such amount shall be¬ 
come payable upon completion of perform¬ 
ance of this contract, which shall be upon 
delivery of all work called for hereunder and 
submission of a written statement by the 
Contractor releasing the Government from 
any further claims whatsoever (except such 
final payment). 

(3) As used In this paragraph (a), direct 
labor shall be as defined in the Schedule. 

(b) Materials (including subcontracts). 
(1) The Contractor shall be paid upon sub¬ 
mission of properly certified allowable costs 
of direct materials utilized in performance 
of this contract, subject to the limitation of 
funds allotted. 

(2) Allowable costs of direct materials 
shall be determined by the Contracting Offi¬ 
cer in accordance with Part 2, Section XV of 
the Armed Services Procurement Regulation, 
it being understood however that; 

A. For purposes of payment, the cost of 
subcontracts which are authorized pursuant 
to clause 22 hereof, shall be reimbursable 
costs hereunder. 

B. The cost-plus-a-percentage-of-cost sys¬ 
tem of contracting shall not be used by the 
contractor In procuring articles, materials, 
supplies, or services required for the per¬ 
formance of this contact. 

C. The Contractor shall, to the extent of 
its ability, procure materials at the most 
advantageous prices available, with due re¬ 
gard to securing prompt delivery of satis¬ 
factory materials, take all cash and trade dis¬ 
counts. rebates, allowances, credits, salvage, 
commissions and bonifications, and when un¬ 
able to take advantage of such benefits it 
shall promptly notify the Contracting Officer 
to that effect and the reason therefor. Credit 
shall Be given to the Government in accord¬ 
ance with Contractor’s standard accounting 
policy for all cash and trade discounts, re¬ 
bates, allowances, credits, salvage, the value 
of resulting scrap, where the amount of such 
scrap is appreciable, commissions and boni¬ 
fications which have accrued to the benefit 
of the Contractor or would have so accrued 
except for the fault or neglect of the Con¬ 
tractor. Such benefits lost through no fault 
or neglect on the part of the Contractor or 
lost through fault of the Government, shall 
not be deducted from gross costs. 

D. The Contractor shall support all mate¬ 
rial charges by paid invoices or store room 
requisitions. 

E. Unless provisions of the Schedule hereof 
otherwise specify, the hourly rate or rates 
set forth in the Schedule shall not be varied 
by virtue of the Contractor having performed 
work on an overtime basis. Whenever prac¬ 
ticable. the Contractor shall inform the Con¬ 
tracting Officer in advance of proposed over¬ 
time work. 

(c) Records and certifications. The Con¬ 
tractor will maintain detailed, complete and 
accurate accounting records on a Job-order 
basis, which records will be preserved for a 
period of at least six (6) years after comple¬ 
tion of this contract. The Contractor shall 
support all vouchers with a certificate that 
the amount billed is correct and Just. 

(d) Funds allotted. As of the date of exe¬ 
cution of this contract, there has been al¬ 
lotted for It the total sum set forth in the 
Schedule. This sum may be increased from 
time to time by the Government solely at its 


discretion. Notwithstanding any other pro¬ 
visions of this contract, the Contractor shall 
not be obligated to perform any services, pur¬ 
suant hereto, the aggregate price of which 
when added to the aggregate price of all 
services theretofore furnished pursuant here¬ 
to. would exceed said sum. If. at any time, 
the Contractor considers it likely that the 
aggregate amount, set forth in the Schedule, 
may shortly be exceeded, the Contractor will 
so notify the Contracting Officer and the 
parties may thereupon enter into negotia¬ 
tions for such amendment to or modification 
of this contract as may be appropriate. Any¬ 
thing in this contract to the contrary not¬ 
withstanding. the Government shall not be 
obligated to pay to the Contractor any 
amount in excess of the sum allotted for this 
contract. 

Non: Provisions of the reference ’’Part 2, 
Section XV of the Armed Services Procure¬ 
ment Regulation” in a foregoing clause are 
contained in Subpart B, Port 414 of this title. 

(5) Assignment of claims as set forth 
in § 406.103-8 of this title. 

(6) Fxcusable delays as set* forth 
below: 

Excusable delays. The Contractor shall 
not be liable for any delay in the perform¬ 
ance of this contract which results without 
fault or negligence on the part of the Con¬ 
tractor and which is due to causes beyond its 
control Including, without being limited to, 
acts of God or of the public enemy, any 
preference, priority or allocation order Issued 
by the Government or any other act of the 
Government, fires, floods, epidemics, quaran¬ 
tine restrictions, strikes, freight embargoes 
and unusually severe weather; and, unless 
the Contracting Officer shall determine that 
the materials or supplies to be furnished 
under a subcontract are procurable in the 
open market, any delay of a subcontractor 
which results without fault or negligence on 
the part of the Contractor, and which Is 
due to causes beyond the control of the Con¬ 
tractor. including without being limited to 
the types or causes above enumerated; pro¬ 
vided, that the Contractor shall notify the 
Contracting Officer in writing of such delay 
and the cause thereof, within ten day8 from 
the beginning thereof or within such further 
period as the Contracting Officer shall, prior 
to the date of final settlement of this con¬ 
tract. grant for the giving of such notice. 
The Contracting Officer shall then ascertain 
the facts and the extent of the delay and 
shall make an equitable adjustment in the 
prescribed time of performance when in hit 
opinion the facts Justify such action. If ihe 
Contractor objects to any adjustment made 
by the Contracting Officer under this clause, 
the dispute shall be determined as provided 
In clause 7 hereof. 

(7) Disputes as set forth in § 406.103-11 
of this title. 

(8) Notice and assistance as set forth 
in § 408.102 of this title. 

(9) Buy American Act as set forth in 
§ 406.103-14 of this title. 

(10) Convict labor as set forth in 
§ 411.203 of this title. 

(ID Eight-Hour Law as set forth in 
§ 411.303 of this title. 

(12) Walsh-Healey Public Contracts 
Act as set forth in § 411.604 of this title. 

(13) Nondiscrimination in employment 
as set forth in § 411.803 of this title. 

(14) Officials not to benefit as set forth 
in § 406.103-19 of this title. 

(15) Covenant against contingent fees 

as set forth in § 406.103-20 of this title. 

(16) Termination as set forth below: 

Termination, (a) The performance of 

work under the contract may be terminated 
by the Government In accordance with this 
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danse In whole, or from time to time In 
part, (1) whenever the Contractor shall de¬ 
fault in performance of this contract In 
accordance with its terms (Including In the 
term “default” any such failure by the Con¬ 
tractor to make progress In the prosecution 
of the work hereunder as endangers such 
performance), and shall fall to cure such 
default within a period of ten days (or such 
long period as the Contracting Officer may 
allow) after receipt from the Contracting 
Officer of a notice specifying the default, or 

(2) whenever for any reason the Contracting 
Officer shall determine that such termina¬ 
tion Is In the best interests of the Govern¬ 
ment. Any such termination shall be 
effected by delivery to the Contractor of a 
Notice of Termination specifying whether 
termination is for the default of the Con¬ 
tractor or for the convenience of the Gov¬ 
ernment. the extent to which performance of 
work under the contract is terminated, and 
the date upon which such termination be¬ 
comes effective. If, after the Notice of Ter¬ 
mination of the contract for default under 

(1) above, it is determined that the Con¬ 
tractor’s failure to perform or to make 
progress in performance Is due to causes be¬ 
yond the control and without the fault or 
negligence of the Contractor pursuant to the 
provisions of the clause of this contract en¬ 
titled “Excusable Delays”, the Notice of Ter¬ 
mination shall be deemed to have been issued 
under (2) above, and the rights and obliga¬ 
tions of the parties hereto shall In such event 
be governed accordingly. 

(b) After receipt of a Notice of Termina¬ 
tion and except as otherwise directed by 
the Contracting Officer, the Contractor shall 
(1) stop work under the contract on the 
date and to the extent specified in the No¬ 
tice of Termination; (2) place no further 
orders or subcontracts for materials, serv¬ 
ices. or facilities except as may be necessary 
for completion of such portion of the work 
under the contract as is not terminated: 

(3) terminate all orders and subcontracts 
to the extent that they relate to the per¬ 
formance of work terminated by the Notice 
of Termination; (4) assign to the Govern¬ 
ment, In the manner and to the extent di¬ 
rected by the Contracting Officer, all of the 
right, title and interest of the Contractor 
under the orders or subcontracts so ter¬ 
minated; (5) with the approval or ratifica¬ 
tion of the Contracting Officer, which 
approval or ratification shall be final and 
conclusive for all the purposes of this clause, 
settle all outstanding liabilities and all 
claims arising out of such termination of 
orders and subcontracts, the cost of which 
would be reimbursable, in whole or in part, 
in accordance with the provisions of this 
contract; (6) transfer title (to the extent 
that title has not already been transferred) 
and. in the manner, to the extent and at 
the times directed by the Contracting Offi¬ 
cer. deliver to the Government (i) the fab¬ 
ricated or unfabricated parts, work in proc¬ 
ess. completed work, supplies, and other ma¬ 
terial produced as a part of, or acquired in 
respect of the performance of, the work ter¬ 
minated by the Notice of Termination, (ii) 
the completed or partially completed plans, 
drawings, information and other property 
which, if the contract had been completed, 
would be required to be furnished to the 
Government, and (ill) the Jigs. dies, fixtures, 
and other special tools and tooling acquired 
or manufactured for the performance of this 
contract for the cost of which the Contractor 
has been or will be reimbursed under this 
contract; (7) use his best efforts to sell in 
the manner, at the times, to the extent, 
and at the price or prices directed or au¬ 
thorized by the Contracting Officer, any 
property of the types referred to in pro¬ 
vision (G) of this paragraph; provided, how¬ 
ever, that the Contractor (1) shall not be 
required to extend credit to any purchases, 

(U) may acquire any such property 
No. 158-6 


under the conditions prescribed by and at 
a price or prices approved by the Contract¬ 
ing Officer; and provided further that the 
proceeds of any such transfer or disposition 
shall be applied in reduction of any pay¬ 
ments to be made by the Government to the 
Contractor under this contract or shall oth¬ 
erwise be credited to the price* or cost of 
work covered by this contract or paid in 
such manner as the Contracting Officer may 
direct; (8) complete performance of such 
part of the work as shall not have been ter¬ 
minated by the Notice of Termination; and 
(9) take such action as may be necessary, 
or as the Contracting Officer may direct, for 
the protection and preservation of the prop¬ 
erty related to this contract which is in the 
possession of the Contractor and in which 
the Government has or may acquire an in¬ 
terest. The Contractor shall proceed imme¬ 
diately with the performance of the above 
obligations, notwithstanding any delay in 
determining or adjusting any amount reim¬ 
bursable under the provisions of this clause. 
At any time after expiration of the plant 
clearance period, as defined in Section VIII, 
Armed Services Procurement Regulation, as 
it may be amended from time to time, the 
Contractor may submit to the Contracting 
Officer a list, certified as to quantity and 
quality, of any or all items of termination 
inventory not previously disposed of, exclu¬ 
sive of items the disposition of which has 
been directed or authorized by the Con¬ 
tracting Officer, and may request the Gov¬ 
ernment to remove such items or enter into 
a storage agreement covering them. Not 
later than fifteen (15) days thereafter, the 
Government will accept title to such items 
and remove them or enter into a storage 
agreement covering the same; provided that 
the list submitted shall be subject to veri¬ 
fication by the Contracting Officer upon re¬ 
moval of the items, or if the items are stored, 
within forty-five (45) days from the date 
of submission of the list, and any necessary 
adjustment to correct the list as submitted 
shall be made prior to final settlement. 

(c) After receipt of a Notice of Termina¬ 
tion, the Contractor shall submit to the 
Contracting Officer its termination claim, in 
the form and with the certification pre¬ 
scribed by the Contracting Officer. Such 
claim shall be submitted promptly but In 
no event later than two years from the 
effective date of termination, unless one or 
more extensions in writing are granted by 
the Contracting Officer upon request of the 
Contractor made in writing within such two- 
year period or authorized extension thereof. 
However. If the Contracting Officer deter¬ 
mines that the facts Justify such action, he 
may receive and act upon any such termina¬ 
tion claim at any time after such two-year 
period or any extension thereof. Upon fail¬ 
ure of the Contractor to submit its termina¬ 
tion claim within the time allowed, the Con¬ 
tracting Officer may determine, on the basis 
of information available to him. the amount, 
if any, due to the Contractor by reason of 
the termination and shall thereupon pay to 
the Contractor the amount so determined. 

(d) Subject to the provisions of paragraph 
(c), the Contractor and the Contracting Of- 
floer may agree upon the whole or any part 
of the amount or amounts to be paid to the 
Contractor by reason of the total or partial 
termination of work pursuant to this clause, 
which amount or amounts may Include a 
reasonable allowance for profit, on work done. 
The contract shall be amended accordingly, 
and the Contractor shall be paid the agreed 
amount. 

(e) In the event of the failure of the Con¬ 
tractor and the Contracting Officer to agree 
in whole or in part, as provided in para¬ 
graph (d) above, as to the amount or 
amounts to be paid to the Contractor in con¬ 
nection with the termination of work pur¬ 
suant to this clause, the contracting officer 
shall determine on the basis of information 


available to him the amount. If any. due 
the Contractor by reason of the termina¬ 
tion and shall pay to the Contractor the 
amount determined as follows: 

(I) If the termination of the contract is 
for the convenience of the Government: 

(1) There shall be Included for direct labor 
hours (as defined in the Schedule of the 
contract) expended prior and up to the effec¬ 
tive date of the termination, an amount 
computed by applying the hourly rate or 
rates set forth in the Schedule, less any 
hourly rate payments theretofore made to 
the Contractor. 

(II) There shall be Included therein ail 
costs of material reimbursable in accordance 
with the contract, not previously paid to the 
Contractor for the performance of this con¬ 
tract prior to the effective date of the Notice 
of Termination.' 

(lii) There shall be included therein the 
reasonable costs of settlement, including ac¬ 
counting, legal, clerical and other expenses 
reasonably necessary for the preparation of 
settlement claims and supporting data with 
respect to the terminated portion of the con¬ 
tract and for the termination and settlement 
of subcontracts thereunder together with 
reasonable storage, transportation and other 
costs incurred in connection with the pro¬ 
tection or disposition of termination inven¬ 
tory: Provided, however , That if the termina¬ 
tion is for default of the Contractor there 
shall not be included any amounts for the 
preparation of the Contractor's settlement 
proposal. 

(2) If the termination of the contract Is 
for the default of the Contractor: 

(i) There shall be included for all direct 
labor hours (as defined in the Schedule of 
the contract) expended prior and up to the 
effective date of termination, an amount 
computed by applying the hourly rate or 
rates set forth in the Schedule less the profit 
factor contained therein as Indicated in the 
Schedule and less any hourly rate payments 
theretofore made. 

(li) There shall be included therein such 
costs as are set forth in subparagraphs (1), 
(11), and (ill) of this paragraph (e) and 
not prohibited by the provisions thereof. 

(3) If the amount determined under sub- 
paragraphs (1) and (2) above is less than 
the total payments theretofore made to the 
Contractor, the Contractor shall repay the 
excess amount to the Government. 

(f) The Contractor shall have the right of 
appeal, under the clause of this contract 
entitled “Disputes”, from any determination 
made by the Contracting Officer under para¬ 
graphs (c) or (e) above, except that if the 
Contractor has failed to submit its claim 
within the time provided in paragraph (c) 
above, and has failed to request extension 
of sucl> time, he shall have no such right of 
appeal. In any case where the Contracting 
Officer has made a determination of the 
amount due under paragraph (c) or (e) 
above, the Government shall pay to the Con¬ 
tractor the following: (1) If there is no right 
of appeal hereunder or if no timely appeal 
has been taken, the amount so determined 
by the Contracting Officer, or (li) If an ap¬ 
peal has been taken, the amount finally de¬ 
termined on such appeal. 

(g) In arriving at the amount due to the 
Contractor under this clause there shall be 
deducted (1) all unliquidated advance or 
other unliquidated payments theretofore 
made to the Contractor, (2) any claim which 
the Government may have against the Con¬ 
tractor in connection with this contract, and 
(3) the agreed price for, or the proceeds of 
sale of any materials, supplies or other 
things acquired by the Contractor or sold 
pursuant to the provisions of this clause and 
not otherwise recovered or credited to the 
Government. 

(h) In the event of a partial termination, 
the portion of the contract relating to hourly 
rates which are payable with respect to the 
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work under the continued portion of the 
contract shall be equitably adjusted by 
agreement between the Contractor and the 
Government, and such adjustment shall be 
evidenced by an amendment to the contract. 

(i) The Government may from time to 
time, under such terms and conditions as 
it may prescribe, make partial payments and 
payments on account against costs incurred 
by the Contractor in connection with the 
terminated portion of the contract whenever 
in the opinion of the Contracting Officer the 
aggregate of such payments shall be within 
the amount to which the Contractor will 
be entitled hereunder. If the total of such 
payments is in excess of the amount Anally 
determined to be due under this clause, such 
excess shall be payable by the Contractor 
to the Government upon demand, together 
with interest computed at the rate of 6 per¬ 
cent per annum, for the period from the date 
such excess payment is received by the Con¬ 
tractor to the date on which such excess is 
repaid to the Government: Provided, how¬ 
ever, No interest shall be charged with re¬ 
spect to any such excess payment attributa¬ 
ble to a reduction In the Contractor’s claim 
by reason of retention or other disposition of 
termination inventory until ten days after 
the date of such retention or disposition. 

(J) Unless otherwise provided for In this 
contract, or by applicable statute, the Con¬ 
tractor from the effective date of termination 
and for a period of six years after final settle¬ 
ment under this contract shall preserve and 
make available to the Government at all 
reasonable times at the office of the Con¬ 
tractor, but without direct charge to the 
Government, all its books, records, docu¬ 
ments, and other evidence bearing on the 
cost and expenses of the Contractor under 
this contract and relating to the work termi¬ 
nated hereunder, or, to the extent approved 
by the Contracting Officer, photographs, 
mlcrophotographs, or other authentic repro¬ 
ductions thereof. 

Note: Provisions of the reference "Section 
VIII. Armed Services Procurement Regula¬ 
tion" In a foregoing clause are contained in 
Part 407 of this title. 

(17) Notice to Government of labor 
disputes as set forth in § 406.105-3 of 
this title. 

(18) Notice of shipments as set forth 
in § 406.105-4 of this title. 

(19) Employment of aliens as set forth 
in § 406.104-3 of this title. 

(20) Government property as set 
forth below: 

Government property. (a) The Govern¬ 
ment shall deliver to the Contractor the prop¬ 
erty described in the Schedule or the. specifi¬ 
cations at the times stated therein, or if not 
so stated, in sufficient time to enable the 
Contractor to perform this contract. If any 
of such property is not delivered to the Con¬ 
tractor by such time or times, the Contract¬ 
ing Officer, upon written request of the Con¬ 
tractor, shall equitably adjust the time of 
performance of this contract. In no event 
shall the Government be liable to the Con¬ 
tractor for damages or loss of profit by rea¬ 
son of any delay in or failure to deliver any 
or all of the items set forth in the Schedule 
or specifications. By notice in writing the 
Contracting Officer may increase or decrease 
the amount of Government Property to be 
so furnished, in which event, upon the re¬ 
quest of either of the parties hereto, an 
equitable adjustment may be made in con¬ 
tract terms. Except as otherwise may be 
specified in the Schedule, all property listed 
to be Government-furnished shall be de¬ 
livered to the Contractor f. o. b. cars or car¬ 
riers equipment at the plant or plants of the 
Contractor, or the point or points nearest 
thereto that rail carrier service is available. 


RULES AND REGULATIONS 

(b) Title to all property furnished by the 
Government shall remain in the Govern¬ 
ment. Title to all property purchased by 
the Contractor, for the cost of which the 
Contractor Is entitled to be reimbursed as 
a direct item of cost under this contract, 
shall pass to and vest in the Government 
upon delivery of such property by the vendor. 
Title to other property, the cost of which 
is reimbursable to the Contractor under this 
contract, shall pass to and vest in the Gov¬ 
ernment upon (i) issuance for use of such 
property in the performance of this con¬ 
tract, or (ii) commencement of processing 
or use of such property In the performance 
of this contract, of (ill) reimbursement of 
the cost thereof by the Government, which¬ 
ever first occurs. All the items to be fur¬ 
nished by the Government, as set forth in 
the Schedule or specifications, together with 
all property acquired by the Contractor title # 
to which vests in the Government under 
this paragraph, are subject to the provisions 
of this clause and are hereinafter collectively 
referred to as "Government Property." 

(c) Title to the Government Property shall 
not be affected by the Incorporation or at¬ 
tachment thereof to any property not owned 
by the Government, nor shall such Gov¬ 
ernment Property, or any part thereof, be 
or become a fixture or lose its identity as 
personalty by reason of affixation to any 
realty. The Contractor shall maintain ade¬ 
quate property control records of the Gov¬ 
ernment Property and shall identify the 
Government Property as such in accordance 
with the provisions of the "Manual for Con¬ 
trol of Government Property in Possession 
of Contractors" dated March 1951, which is 
incorporated herein by reference. 

(d) The Government Property provided or 
furnished pursuant to the terms of this 
contract shall, unless otherwise provided 
herein, be used only for the performance of 
this contract. 

(e) The Contractor shall maintain and 
administer in accordance with sound indus¬ 
trial practice, a program for the mainte¬ 
nance, repair, protection and preservation 
of Government Property so as to assure its 
full availability and usefulness for the per¬ 
formance of this contract. The Contractor 
shall take all reasonable steps to comply 
with all appropriate directions or instructions 
which the Contracting Officer may prescribe 
as reasonably necessary for the protection 
of Government Property. 

(f) (1) The Contractor shall not be liable 
for any loss of or damage to Government 
Property, except that the Contractor shall 
be responsible for any such loss or damage 

(A) which results from any willful miscon¬ 
duct or lack of good faith on the part of any 
of the Contractor’s directors or officers, or on 
the part of any of its managers, superintend¬ 
ents, or other equivalent representatives, who 
have supervision or direction of (I) all or 
substantially all of the Contractor’s business, 
or (II) all or substantially all of the Con¬ 
tractor’s operations at any one plant or sepa¬ 
rate location in which this contract is being 
performed, or (III) a separate and complete 
major industrial operation in connection 
with the performance of this contract; or 

(B) which results from a failure on the part 
of the Contractor; due to the willful mis¬ 
conduct or lack of good faith on the part of 
any of its directors, officers, or other repre¬ 
sentative mentioned in subparagraph (A) 
above, to maintain and administer, in ac¬ 
cordance with sound industrial practice, the 
program for maintenance, repair, protection 
and preservation of Government Property as 
required by paragraph (e) hereof, or which 
results from a failure on the part of the 
Contractor, to take all reasonable steps to 
comply with any appropriate written direc¬ 
tions of the Contracting Officer under para¬ 
graph (e) hereof; or (C) for which the Con¬ 
tractor is otherwise responsible under the 
express terms of other clauses of this con¬ 


tract, or of the clause or clauses designated 
in the Schedule; provided, that, if more 
than one of the above exceptions apply, the 
Contractor’s liability shall not be limited by 
any other exception. 

(ii) The Contractor represents that it is 
not including in the rate or rates hereunder, 
and agrees that it will not hereafter inciude 
rate to the Government, any charge or re¬ 
serve for insurance (including self-insurance 
funds or reserves) covering loss or destruc¬ 
tion of or damage to the Government 
Property. 

(ill) Upon the happening of loss or de¬ 
struction of or damage to the Government 
Property, the Contractor shall notify the 
Contracting Officer thereof, and shall com¬ 
municate with the Loss and Salvage Organ¬ 
ization, if any. now or hereafter designated 
by the Contracting Officer, and with the 
assistance of the Loss and Salvage Organiza¬ 
tion so designated (unless the Contracting 
Officer has designated that no such organi¬ 
zation be employed), shall take all reason¬ 
able steps to protect the Government Prop¬ 
erty from further damage, separate the dam¬ 
aged and undamaged Government Property, 
put all the Government Property In the best 
possible order, and furnish to the Contract¬ 
ing Officer a statement of (A) the lost, de¬ 
stroyed and damaged Government Property, 
(B) the time and origin of the loss, destruc¬ 
tion or damage, (C) all known interests in 
commingled property of which the Govern¬ 
ment Property is a part, and (D) the insur¬ 
ance, if any. covering any part of or interest 
In such commingled property. The Contrac¬ 
tor shall make repairs and renovations of 
the damaged Government Property or take 
such other action, as the Contracting Officer 
directs. 

(lv) In the event the Contractor is Indem¬ 
nified. reimbursed, or otherwise compen¬ 
sated for any loss or destruction of or dam¬ 
age to the Government Property, it shall use 
the proceeds to repair, renovate or replace 
the Government Property Involved, or shall 
credit such proceeds against the cost of the 
work covered by the contract, or shall other¬ 
wise reimburse the Government, as directed 
by the Contracting Officer. The Contractor 
shall do nothing to prejudice the. Govern¬ 
ment's right to recover against third parties 
for any such loss, destruction or damage 
and, upon the request of the Contracting 
Officer, shall, at the Government's expense, 
furnish to the Government all reasonable 
assistance and cooperation (including the 
prosecution of suit and the execution of in¬ 
struments of assignment In favor of the 
Government) in obtaining recovery. 

(v) In the event any aircraft are to be 
furnished under this contract, any loss or 
destruction of, or damage to. such aircraft or 
other Government Property occurring in con¬ 
nection with operations of said aircraft will 
be governed by the clause of this contract 
captioned "Plight Risks," to the extent 6Uoh 
clause is, by its terms, applicable. 

(g) The Government shall at all reason¬ 
able times have access to the premises where 
any of the Government Property is located. 

(h) The Government Property shall re¬ 
main in the possession of the Contractor for 
such period of time as is required for the 
performance of this contract unless the Con¬ 
tracting Officer determines that the interests 
of the Government require removal of such 
property. In such case the Contractor shall 
promptly take such action as the Contracting 
Officer may direct with respect to the removal 
and shipping of Government Property. Ia 
any such Instance, the contract may be 
amended to accomplish an equitable adjust¬ 
ment In the terms and provisions thereof. 

(1) Upon the completion of this contract, 
or at such earlier date as may be fixed by 
the Contracting Officer, the Contractor shall 
submit to the Contracting Officer in a form 
acceptable to him. Inventory schedules cov¬ 
ering all items of the Government Property 
not consumed in the performance of this 
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contract (Including any resulting scrafc) or 
not theretofore delivered to the Government, 
and shall deliver or make such other disposal 
of the Government Property as may be direc¬ 
ted by the Contracting Officer. Recoverable 
scrap shall be reported in accordance with a 
procedure and in such form os the Con¬ 
tracting Officer may direct. The net pro¬ 
ceeds of any such disposal approved by the 
Contracting Officer shall be credited to the 
cost of the work covered by the contract or 
shall be paid in such manner as the Con¬ 
tracting Officer may direct. 

Unless otherwise provided herein, the 
Government shall not be under any duty or 
obligation to restore or rehabilitate, or to 
pay the costs of the restoration or rehabili¬ 
tation of the Contractor's plant or any por¬ 
tion thereof which is affected by the removal 
of any Government Property. 

(k) Directions of the Contracting Officer 
and communications of the Contractor is¬ 
sued pursuant to this clause shall be in 
writing. 

(21) Inspection and audit of books as 
set forth below: 

Inspection and audit of books, (a) The 
Contractor agrees that its books and records 
and Its plant, or such parts thereof as may 
be engaged In the performance of this con¬ 
tract. shall at all reasonable times be sub¬ 
ject to inspection and audit by any author¬ 
ized representative of the Department. 

(b) The Contractor shall cause a like pro¬ 
vision to be Included in all subcontracts 
hereunder. 

(22) Subcontracts as set forth below: 

Subcontracts. No contract shall be made 

by the Contractor for the furnishing of any 
of the work herein contracted for without 
the written approval of the Contracting 
Officer. 

(23) Shipping requirements as set 
forth below: 

Shipping requirements —(a) F. o. b. car¬ 
rier's equipment. Whenever it is provided in 
this contract that articles, supplies, mate¬ 
rials. or other items called for under this con¬ 
tract shall be delivered to the Government 
t. o. b. Contractor’s plant, any shipment oc¬ 
cupying sufficient space in a railroad car to 
constitute a carload shipment subject to car¬ 
load freight rates shall, by the Contractor, be 
properly and adequately loaded in freight 
cars at a railroad siding at, or nearest to. the 
Contractor’s plant, and any shipment subject 
to less-than-carload freight rates shall, by 
the Contractor, be delivered into the carrier’s 
possession’ at the Contractor’s plant, or at 
the point or points nearest thereto that de¬ 
livery can be effected. All said shipments 
shall be made on Government bills of lading, 
but the Contractor shall make application 
therefor on AMC Form No. 63A. which appli¬ 
cation shall be made in the manner pre¬ 
scribed elsewhere herein. In Inserting de¬ 
scriptions in Government bills of lading the 
Contractor will comply with the rules and 
provisions of the freight classifications and 
tariffs of the carrier or carriers involved. 

(b) F. o. b. destination. Whenever it is 
provided in this contract that products and 
materials or other items shall be delivered 
f. o. b. specified destinations, such products 
and materials, or other items shaU be shipped 
direct by the Contractor to the specified des¬ 
tinations on commercial bills of lading f. o. b. 
each destination, at the expense of the Con¬ 
tractor. 

(c) Shipping instructions. If not other- 
wi.se provided herein, names of consignees 
of all products and materials or other items 
to be delivered by the Contractor hereunder 
will be furnished to the Contractor in writing 
oy the Contracting Officer. 

<24) Additional provisions relating to 
delivery as set forth below: 


Additional provisions relating to delivery. 

(a) If any aircraft are required to be de¬ 
livered to the Government hereunder the 
following provisions will be applicable: 

(1) Except as otherwise provided else¬ 
where In this contract, all aircraft shaU be 
delivered completely set up. serviced and 
ready for flight at the flying field where the 
same are to be finally inspected. 

(2) All fuel, oil and/or cooling fluid neces¬ 
sary for engine tests and/or flight tests re¬ 
quired to be made hereunder shall be fur¬ 
nished by the Contractor. 

(3) All fuel, oil and/or cooling fluid nec¬ 
essary for flyaway shall be furnished by the 
Contractor in an amount to be designated 
by the ferry pilot for each aircraft delivered. 

(4) In the event it becomes necessary to 
ship any aircraft called for by rail or other 
carrier, same shall be packed as may be di¬ 
rected in writing by the Contracting Officer, 
such changes as may be necessary relating 
to packing and shipping to be made under 
the provisions of the clause hereof entitled 
“Changes.” 

(b) Except as otherwise provided In the 
next two succeeding sentences of this para¬ 
graph, and except as to aircraft to be flown 
away, all the supplies to be delivered under 
this contract shall be delivered to the Gov¬ 
ernment f. o. b. cars or carrier’s equipment 
at the plant or plants (or point or points 
nearest thereto that rail carrier service is 
available) at which such supplies are to be 
finally inspected hereunder and shall be 
packed in accordance with the requirements 
hereof. If the Contracting Officer directs In 
writing that any of the supplies to be fur¬ 
nished hereunder be shipped by air. such 
supplies shall be delivered to the Govern¬ 
ment f. o. b. a flying field designated by the 
Contracting Office in the vicinity of the plant 
or plants at which said supplies are to be 
finally inspected. If the Contracting Officer 
directs In writing that any of the supplies 
to be furnished hereunder bQ shipped by 
other than rail or air, such supplies shall be 
delivered to the Government f. o. b. the plant 
or plants at which such supplies are to be 
finally inspected. 

(c) For purposes of determining the 
fulfillment of this contract so far as de¬ 
livery dates are concerned, in the event the 
delivery point or points are not the same 
as the point or points of destination, the 
time of delivery of the supplies shall be cal¬ 
culated as the date of final Government in¬ 
spection. ready for shipment to destination 
as certified to by the Government represent¬ 
ative. 

(d) In the event that shipments are to be 
made on Government bills of lading, the 
Contractor will make application/s therefor 
on AMC Form No. 63A addressed to the office 
designated in the Schedule. 

(25) Additional inspection require¬ 
ments as set forth below: 

Additional inspection requirements, (a) 
Unless otherwise provided herein, if any air¬ 
craft are required to be furnished the Gov¬ 
ernment hereunder, and the same are to be 
flown away, such aircraft shall be finally In¬ 
spected and accepted by the Government at 
a flying field or fields to be approved by the 
Government in the vicinity of the Contrac¬ 
tor’s plant or plants specified in the Sched¬ 
ule, or in the vicinity of any other plant or 
plants of the Contractor approved for such 
purpose in writing by the Contracting Of¬ 
ficer. 

(b) The plant or plants of the Contractor 
designated in the Schedule are designated 
as the point or respective points for final In¬ 
spection and acceptance by the Government 
of items (other than aircraft to be flown 
away) to be furnished under this contract. 

(c) The respective points for final Inspec¬ 
tion and acceptance by the Government of 
all the supplies (other than aircraft to be 
flown away) to be furnished under this con¬ 


tract shall be. in addition to the plant or 
plants of the Contractor specified, any other 
plant or plants of the Contractor, or any 
plant or plants of a subcontractor or vendor 
of the Contractor hereunder; provided, that 
such other points shall have been approved 
for such purpose in writing by the Contract¬ 
ing Officer. It Is expressly understood by 
the Contractor that request by it for the 
approval referred to in the preceding sen¬ 
tence must be made as soon as practicable 
to permit the Government to make neces¬ 
sary arrangements for inspection and accept¬ 
ance, and that the Government is not obli¬ 
gated to make such final inspection and ac¬ 
ceptance at any point so approved until a 
reasonable period after the date of such 
approval. 

(26) Guaranty as set forth below: 

Guaranty, (a) The Contractor guarantees 

that the services hereunder will conform to 
the highest professional standards in the 
field, and that at the time of delivery thereof 
to the Government the articles provided for 
in this contract will conform to the require¬ 
ments of this contract, and will be free from 
any defects in material and workmanship; 
subject, however, to the following paragraph 
(b). 

(b) The final acceptance of the supplies 
or work by the Government shall be con¬ 
clusive except as regards (A) fraud or such 
gross mistakes as amount to fraud, or (B) 
any defects or failure to conform to contract 
requirements (whether latent or patent) as 
to which the Government has notified the 
Contractor within six (6) months after the 
date of said acceptance. 

(c) The Contractor shall, whenever dis¬ 
covered by the Government and requested, 
remedy defects or failures to conform to 
contract requirements by correction or re¬ 
placement. at no cost whatsoever to the Gov¬ 
ernment, when said defects or failures are 
determined to have been occasioned by the 
reasons set forth in (A) of paragraph (b) 
preceding. 

(d) Subject to the time limitation set 
forth in paragraph (b) hereof, the Con¬ 
tractor shall remedy defects or failures to 
conform to contract requirements by cor¬ 
rection or replacement, when due to causes 
other than those enumerated in (A) of para¬ 
graph (b) hereof, and for performance of 
such work the Contractor shall be entitled to 
payment In accordance with the terms of this 
Contract, except that the profit portion of 
the hourly rate or rates, as set forth in the 
Schedule, shall not be payable in connection 
with any such work, 

(e) The foregoing provisions shall be 
equally applicable to any work performed 
hereunder. 

(27) Gratuities as set forth in 
§ 406.104-16 of this title. 

(28) Examination of records clause as 
set forth in § 406.104-15, of this title. 

(29) Ceiling prices as set forth in 
§ 406.103-22 of this title. 

(30) The contract clauses as set forth 
in § 406.104 of this title (not otherwise 
mentioned in this part) and Part 408 of 
this title will be used in accordance with 
instructions contained in said section 
and part. The clauses set forth in 
§§ 406.105-5, 406.105-7 and 408.106 of 
this title will be used where necessary 
or desirable to cover the subject matter 
contained in such clauses. 

(31) Alterations as set forth in 
§ 406.105-1 of this title will be used in 
accordance with instructions contained 
in subparagraph (18) of § 1006.102 (b). 

(32) Contractual contents as set forth 
in subparagraph (19) of § 1006.102 (b). 

(33) Approval as set forth in 
§ 406.105-2 of this title will be used in 
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accordance with instructions contained 
in subparagraph (20) of § 1006.102 (b). 

SUBPART P—CONSTRUCTION CONTRACTS 

§ 1006.601 Scope of subpart. This 
subpart sets forth the required and au¬ 
thorized clauses for use in fixed price 
contracts for construction. 

§ 1006.602 Contract clauses, (a) All 
fixed-price contracts for the construc¬ 
tion. alteration, or repair (including 
painting and decorating) of public build¬ 
ings or public works will include the fol¬ 
lowing clauses in the following sequence: 

(1) Definitions as set forth in § 
406.103-1 of this title. 

(2) Changes as set forth below: 

Changes. The Contracting Officer may at 
any time by written order, and without 
notice to the sureties, make changes, within 
the general scope of this contract, in the 
drawings and/or specifications of this con¬ 
tract. If any such change causes increase or 
decrease in the cost of, or the time re¬ 
quired for, performance of this contract, an 
equitable adjustment shall be made in the 
contract price or performance schedule, or 
both, and the contract shall be modified In 
writing accordingly. Any claim by the con¬ 
tractor for adjustment under this clause must 
be asserted within thirty days from the date 
of receipt from the Contractor of the notice 
of change: Provided, however. That the Con¬ 
tracting Officer, if he decides that the facts 
justify such action, may receive and act upon 
any such claim asserted at any time prior to 
final payment under this contract. Failure 
to agree to any adjustment shall be a dispute 
concerning a question of fact within the 
meaning of the clause of this contract en¬ 
titled “Disputes”. However, nothing in this 
clause shall excuse the Contractor from pro¬ 
ceeding with the contract as changed. 

(3) Changed conditions as set forth 
below: 

Changed conditions. Should the Con¬ 
tractor encounter, or the Government dis¬ 
cover. during the progress of the work sub¬ 
surface and/or latent conditions at the site 
materially differing from those shown on the 
drawings or Indicated in the specifications, 
or unknown conditions of an unusual nature 
differing materially from those ordinarily en¬ 
countered and generally recognized as in¬ 
hering In work of the character provided for 
in the plans and specifications, the attention 
of the Contracting Officer shall be called im¬ 
mediately to such conditions before they are 
disturbed. The Contracting Officer shall 
thereupon promptly investigate the condi¬ 
tions. and. if he finds that they do so mate¬ 
rially differ, the contract shall be modified 
to provide for any increase or decrease of 
cost and/or difference in time resulting from 
such conditions. 

(4) Extras as set forth in § 406.103-3 
of this title. 

(5) Inspection as set forth below: 

Inspection, (a) All material and work¬ 
manship (if not otherwise designated by the 
specifications) shall be subject to inspection, 
examination, and test by Government in¬ 
spectors at any and all times during 
manufacture and/or construction and at 
any and all places where such manufacture 
and/or construction are carried on. The 
Government shall have the right to reject 
defective material and workmanship or re¬ 
quire its correction. Rejected workmanship 
shall be satisfactorily corrected and re¬ 
jected material shall be satisfactorily re¬ 
placed with proper material without charge 
therefor, and the Contractor shall promptly 
segregate and remove the rejected material 
from the premises. If the Contractor falls 
to proceed at once with the replacement of 
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rejected material and/or the correction of 
defective workmanship the Government may, 
by contract or otherwise, replace such mate¬ 
rial and/or correct such workmanship and 
charge the cost thereof to the Contractor, or 
may terminate the right of the Contractor to 
proceed as provided in clause 10 of this con¬ 
tract, the Contractor and surety being liable 
for any damage to the same extent as pro¬ 
vided in said clause 10 for terminations there¬ 
under. 

(b) The Contractor shall furnish prompt¬ 
ly without additional charge, all reasonable 
facilities, labor, and materials necessary for 
the safe and convenient inspection and tests 
that may be required by the inspectors. All 
Inspection and tests by the Government 
shall be performed in such manner as not 
unnecessarily to delay the work. Special, 
full size and performance tests shall be as 
described In the specifications. The Con¬ 
tractor shall be charged with any additional 
cost of inspection when material and work¬ 
manship are not ready at the time Inspection 
is requested by the Contractor. 

(c) Should it be considered necessary or 
advisable by the Government at any time 
before final acceptance of the entire work 
to make an examination of work already 
completed, by removing or tearing out same, 
the Contractor shall on request promptly 
furnish all necessary facilities, labor and 
material. If such work is found to be defec¬ 
tive in any material respect, due to fault of 
the Contractor or his subcontractors, he 
shall defray all the expenses of such exam¬ 
ination and of satisfactory reconstruction. 
If. however, such work is found to meet the 
requirements of the contract, the actual cost 
of labor and material necessarily Involved In 
the examination and replacement, plus 15 
percent, shall be allowed the Contractor and 
he shall, in addition, if completion of the 
work has been delayed thereby, be granted 
a suitable extension of time on account of 
the additional work involved. 

(d) Inspection of material and finished 
articles to be Incorporated in the work at 
the site shall be made at the place of pro¬ 
duction, manufacture or shipment, when¬ 
ever the quantity Justifies it, unless other¬ 
wise stated in the specifications, and such 
inspection and acceptance, unless otherwise 
stated in the specifications, shall be final 
except as regards latent defects, departures 
from specific requirements of the contract 
and the specifications and drawings made a 
part thereof, damage or loss in transit, fraud 
or such gross mistakes as amount to fraud. 
Subject to the requirements contained in 
the preceding sentence, the inspection of 
material and workmanship for final accept¬ 
ance as a whole or in part shall be made at 
the site. 

(e) The Office designated as having re¬ 
sponsibility for the inspection and super¬ 
vision of the construction work under this 
contract is designated in the Schedule. 

(6) Payments as set forth below: 

Payments to Contractor, (a) Unless oth¬ 
erwise provided in the Schedule, progress 
payments will be made if specifically re¬ 
quested by the Contractor with properly pre¬ 
pared and certified invoices or vouchers ac¬ 
companying such request. Progress pay¬ 
ments will be made as the work progresses 
at the end of each calendar month, or as 
soon thereafter as practicable, on estimates 
approved by the Contracting Officer. In 
preparing estimates the material delivered on 
the site and preparatory work done may be 
taken into* consideration. 

(b) In making such progress payments 
there Bhall be retained 10 percent of the es¬ 
timated amount until final completion and 
acceptance of all work covered by the con¬ 
tract; provided, however, that the Contract¬ 
ing Officer, at any time after 50 percent of 
the work has been completed, if he finds that 
satisfactory progress is being made, may 


make any of the remaining progress pay. 
ments in full; and provided further, that on 
completion and acceptance of each separate 
building, vessel, public work, or other divi¬ 
sion of the contract, on which the price is 
stated separately in the contract, payment 
may be made in full, including retained per¬ 
centages thereon, less authorized deductions. 

(c) All material and work covered by 
progress payments made shall thereupon 
become the sole property of the Govern¬ 
ment, but this provision shall not be con¬ 
strued as relieving the Contractor from the 
sole responsibility for all materials and 
work upon which payments have been made 
or the restoration of any damaged work, or 
as a waiver of the right of the Government 
to require the fulfillment of all of the terms 
of the contract. 

(d) Upon completion and acceptance of 
all work required hereunder, the amount 
due the Contractor under this contract will 
be paid upon the presentation of a properly 
executed and duly certified voucher there¬ 
for, after the Contractor shall have fur¬ 
nished the Government with a release if 
required, of all claims against the Govern¬ 
ment arising under and by virtue of this 
contract, other than such claims, if any. as 
may be specifically excepted by the Con¬ 
tractor from the operation of the release in 
stated amounts to be set forth therein. 
Final payment will be withheld until clear¬ 
ance has been obtained from the Air Provost 
Marshal of the Air Force base or other In¬ 
stallation concerned with respect to securi¬ 
ty matters including the return of all iden¬ 
tification insignia such as passes and auto 
decals issued to Contractor's personnel for 
use in the performance of this contract. 

(e) Invoices shall be prepared and sub¬ 
mitted in quintupllcate with the following 
certification shown thereon: 

“I certify that the above bill Is correct and 
Just and that payment therefor has not 
been received. 

(Contractor) 

By." 

(Title) 

(7) Assignment of claims as set forth 
in § 406.103-8 of this title. 

<8) Additional bond security as set 
forth in § 406.103-9 of this title. 

(9) Federal, state, and local taxe as 
set forth in §410.401 of this title. In 
addition thereto the subparagraph set 
forth in subparagraph (10) of § 1006.- 
102 (a) may be included in said clause. 

(10) Default as set forth below: 

Default. It the Contractor refuses or fails 
to prosecute the work, or any separable part 
thereof, with such diligence as will Insure its 
completion within the time specified in tbe 
Schedule, or any extension thereof, or fail - to 
complete said work within such time, the 
Government may, by written notice to the 
Contractor, terminate his right to proceed 
with the work or such part of the work as 
to which there has been delay. In such 
event the Government may take over the 
work and prosecute the same to comple¬ 
tion. by contract or otherwise, and the Con¬ 
tractor and his sureties shall be liable to 
the Government for any excess cost oc¬ 
casioned the Government thereby. . If the 
Contractor's right to proceed is so termi¬ 
nated, the Government may take possession 
of and utilize in completing the work such 
materials, appliances, and plant as may be 
on the site of the work and necessary there¬ 
for: Provided , That the right of the Con¬ 
tractor to proceed shall not be terminated 
under this clause because of any delays in 
the completion of the work due to unfore¬ 
seeable causes beyond the control and with¬ 
out the fault or negligence of the Contractor, 
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Including, but not restricted to acts of God, 
or of the public enemy, acts of the Govern¬ 
ment (including, but not restricted to any 
preference, priority or allocation order), acts 
of another Contractor In the performance of 
a contract with the Government, fires, floods, 
epidemics, quarantine restrictions, strikes, 
freight embargoes, and unusually severe 
weather or delays of subcontractors due to 
such causes, if the Contractor shall with¬ 
in 10 days from the beginning of any such 
delay (unless the Contracting Officer shall 
grant a further period of time prior to the 
date of final settlement of the contract) no¬ 
tify the Contracting Officer in writing of the 
causes of delay, who shall ascertain the facts 
and the extent of the delay and extend the 
time for completing the work when in his 
Judgment the findings of facts Justify such 
an extension, and his findings of fact there¬ 
on shall be final and conclusive on the parties 
hereto, subject only to appeal within 30 
days, by the Contractor to the Secretary of 
the Air Force or his duly authorized rep¬ 
resentative. whose decision on such appeal as 
to the facts of delay and the extension of 
time for completing the work shall be final 
and conclusive on the parties hereto. 

(11) Disputes as set forth In § 406.103- 
12 of this title. 

(12) Notice and assistance as set forth 
in 5 408.102 of this title. 

(13) Buy American Act as set forth in 
5 406.103-14 of this title. 

(14) Convict labor as set forth in 
5 411.203 of this title. 

(15) Eight-Hour Law as set forth in 
§ 411.303 of this title. 

(16) Nondiscrimination in employ¬ 
ment as set forth in § 411.803 of this title. 

(17) Officials not to benefit as set 
forth in § 406.103-19 of this title. 

( 18) Covenant against contingent fees 
as set forth in § 406.103-20 of this title. 

(19) Termination for convenience of 
the Government as set forth in § 407.703 
of this title. 

(20) Davis-Bacon Act as set forth in 
5 411.405-1 of this title. 

(21) Copeland Act as set forth in 
5 411.504-1 of this title. 

(22) Overtime rates and shifts as set 
forth below: 

Overtime rates and shifts. Whero a single 
shift Is worked, eight hours of continuous 
employment, except for lunch periods, shall 
constitute a day's work beginning on Mon¬ 
day and through Friday of each week. When 
vork 1s required in excess of eight hours in 
any one day or during the interval from 5 
p. m. Friday to 7 a. m. Monday, such work 
shall be paid for at not less than one and 
one-half times the basic rate wages. No 
premium wage or extra compensation shall 
be paid for work on customary holidays ex¬ 
cept that not less than time and one-half 
wage compensation shall be paid for work 
performed on any of the following days only: 
New Year’s Day. Fourth of July, Labor Day, 
Thanksgiving Day, Christmas Day, and 
Memorial Day. Where two or more shifts 
aio worked, five consecutive days'of con¬ 
secutive hour shifts, from Sunday midnight 
to Friday midnight shall constitute a reg¬ 
ular week’s work. The pay for a full shift 
period shall be a sum equivalent to eight 
times the basic hourly rate, and for a period 
less than the full shift shall be the corre¬ 
sponding proportional amount which the 
time worked bears to the time allocated to 
the full shift period. Any time worked from 
Friday midnight to Sunday midnight or in 
excess of regular shift hours shall be paid 
(or at not less than one and one-half times 
the basic rate of wages. Wherever found to 
be practicable, shifts should be rotated. 


(23) Notice to Government of labor 
disputes as set forth in § 406.105-3 of this 
title. 

(24) Liability for Government-owned 
property as set forth below: 

Liability for Government-oumed property. 

(1) Except as otherwise specifically provided, 
the Contractor shall not be liable for loss or 
destruction of or damage to ’’Government 
Property” (i. e„ property of the Government 
in the possession or control of the Contractor 
in connection with this contract, other than 
property furnished by the Contractor title to 
which is vested in the Government by rea¬ 
son of the provisions of clause 6 (c) hereof 
entitled “Payments to Contractor”) (i) 
caused by any peril while the property is in 
transit off the Contractor’s premises, or (11) 
caused by any of the following perils while 
the property is on the Contractor’s or sub¬ 
contractor’s or other premises or by removal 
therefrom because of any of the following 
perils: 

Fire; lightning; windstorm, cyclone, tor¬ 
nado. hail; explosion; riot, riot attending a 
strike, civil commotion; vandalism and ma¬ 
licious mischief; aircraft or objects failing 
therefrom; vehicles running on land or 
tracks, excluding vehicles owned or operated 
by the Contractor or any agent or employee 
of the Contractor; smoke; sprinkler leakage; 
earthquake or volcanic eruption; flood, 
meaning thereby rising of rivers or streams; 
enemy attack or any action taken by the 
military, naval, or air forces of the United 
States in resisting enemy attack. 

The perils as set forth In (i) and (11) 
above, are hereinafter called "excepted 
perils”. 

(2) The Contractor represents that it is 
not maintaining and agrees that It will not 
hereafter maintain insurance (including 
self-insurance funds or reserves) covering 
loss or destruction of or damage to Govqrn- 
ment property caused by any excepted peril, 
and represents that It is not Including and 
agrees that it will not hereafter Include in 
any price to the Government any charge or 
reserve for such insurance. 

(3) Upon the happening of loss or de¬ 
struction of or damage to Government prop¬ 
erty caused by an excepted peril, the Con¬ 
tractor shall communicate with the Con¬ 
tracting Officer and with the Loss and Sal¬ 
vage Organization now or* hereafter desig¬ 
nated by the Contracting Officer, and with 
the assistance of that organization employed 
by the Contractor to perform services in ac¬ 
cordance with instructions or regulations of 
the Government (unless the Contracting 
Officer directs that no such organization be 
employed), shall take all reasonable steps to 
protect the Government property from fur¬ 
ther damage, separate the damaged and un¬ 
damaged Government property, put all the 
Government property in the best possible 
order, and furnish to the Contracting Officer 
a statement of: (1) The lost, destroyed and 
damaged Government property. (11) the time 
and origin of the loss, destruction or dam¬ 
age, (iii) all kifown interests In commingled 
property of which the Government property 
Is a part, and (iv) the insurance, if any. cov¬ 
ering any part of or interest in such com¬ 
mingled property. The Contractor shall be 
reimbursed the expenditures made by it in 
performing its obligations under this para¬ 
graph (3) (including charges made to the 
Contractor by the Loss and Salvage Organi¬ 
zation, except any of such charges the pay¬ 
ment of which the Government has, at its 
option, assumed direct), as approved by the 
Contracting Officer and set forth in a Supple¬ 
mental Agreement. 

(4) With the approval of the Contracting 
Officer after loss or destruction of or damage 
to Government property, and subject to such 
conditions and limitations as may be im¬ 
posed by the Contracting Officer, the Con¬ 
tractor may. in order to minimize the loss to 


the Government or in order to permit re¬ 
sumption of business or the like, sell for the 
account of the Government any item of Gov¬ 
ernment property which has been damaged 
beyond practicable repair, or which is so com¬ 
mingled or combined with property of others, 
including the Contractor, that separation is 
Impracticable. 

(5) Except to the extent of any loss or 
destruction of or damage to Government 
property for which the Contractor is relieved 
of liability under the foregoing provisions of 
this clause, and except for reasonable wear 
and tear or depreciation, or the utilization 
of the Government property In accordance 
with the provisions of this contract, the Gov¬ 
ernment property (other than property per¬ 
mitted to be sold) shall be returned to the 
Government in as good condition as when 
received by the Contractor in connection 
with this contract. In aid of its obligation 
so to return the Government property, the 
Contractor shall maintain a property con¬ 
trol, accounting and maintenance system 
consistent with good business practice. 

(6) In the event the Contractor is reim¬ 
bursed or compensated for any loss or de¬ 
struction of or damage to Government prop¬ 
erty. caused by an excepted peril, It shall 
equitably reimburse the Government. The 
Contractor shall do nothing to prejudice the 
Government’s rights to recover against third 
parties for any such loss, destruction or 
damage and, upon the request of the Con¬ 
tracting Officer, shall at the Government’s 
expense, furnish to the Government all rea¬ 
sonable assistance and cooperation (includ¬ 
ing the prosecution of suit and the execution 
of instruments of assignment in favor of the 
Government) in obtaining recovery. 

(7) The Government shall at all times 
have access to the premises wherein any Gov¬ 
ernment property is located. 

(25) Property accountability as set 
forth below: 

Property accountability. In the event Gov¬ 
ernment property is furnished to the Con¬ 
tractor under this contract, the Contractor 
shall maintain necessary property control 
records and shall Identify the Government 
Property as such in accordance with the pro¬ 
visions of the "Manual for Control of Gov¬ 
ernment Property In Possession of Contrac¬ 
tors" dated March 1951, which is incorporated 
herein by reference. 

(26) Reporting of royalties as set 
forth in § 408.103 of this title. 

(27) Patent indemnification of the 
Government by contractor as set forth 
in § 408.105 of this title. 

(28) Specifications and drawings as 
set forth below: 

Specifications and drawings. The Con¬ 
tractor shall keep on the work a copy of the 
drawings and specifications and shall at all 
times give the Contracting Officer access 
thereto. Anything mentioned in the speci¬ 
fications and not shown on the drawings, or 
shown on the drawings and not mentioned 
In the specifications, shall be of like effect as 
if shown or mentioned in both. In case of 
difference between drawings and specifica¬ 
tions, the specifications shall govern. In any 
case of discrepancy In the figures, drawings, 
or specifications, the matter shall be imme¬ 
diately submitted to the Contracting Officer, 
without whose decision said discrepancy shall 
not be adjusted by the Contractor, save only 
at his own risk and expense. The Contract¬ 
ing Officer shall furnish from time to time 
such detail drawings and other Information 
as he may consider necessary, unless other¬ 
wise provided. 

(29) Materials and workmanship as 
set forth below: 

Materials and workmanship. Unless other¬ 
wise specifically provided for in the specifl- 
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cations, all workmanship, equipment, mate¬ 
rials and articles incorporated In the work 
covered by this contract are to be of the best 
grade of their respective kinds for the pur¬ 
pose. Where equipment, materials, or ar¬ 
ticles are referred to in the specifications 
as “equal to” any particular standard, the 
Contracting Officer shall decide the question 
of equality. The Contractor shall furnish 
to the Contracting Officer for his approval 
the name of the manufacturer of machinery, 
mechanical and other equipment which he 
contemplates incorporating in the work, to¬ 
gether with their performance capacities and 
other pertinent Information. When required 
by the specifications, or when called for by 
the Contracting Officer, the Contractor shall 
furnish the Contracting Officer for approval 
full information concerning the materials 
or articles which he contemplates incorporat¬ 
ing in the work. Samples of materials shall 
be submitted for approval when so directed. 
Machinery, equipment, materials and articles 
Installed or used without such approval shall 
be at the risk of subsequent rejection. The 
Contracting Officer may require the Contrac¬ 
tor to remove from the work such employee 
as the Contracting Officer deems incompe¬ 
tent. careless, Insubordinate, or otherwise 
objectionable, or whose continued employ¬ 
ment on the work is deemed by the Contract¬ 
ing Officer to be contrary to the public 
interest. 

(30) Superintendence by contractor as 
set forth below: 

Superintendence by contractor. The Con¬ 
tractor shall give his personal superintend¬ 
ence to the work or have a competent fore¬ 
man or superintendent, satisfactory to the 
Contracting Officer, on the work at all times 
during progress, with authority to act for 
him. 

(31) Permits and responsibility for 
work as set forth below: 

Permits and responsibility for work. The 
Contractor shall obtain all required licenses 
and permits. He shall be responsible for all 
damages to persons that occur as a result 
of his fault or negligence in connection with 
the prosecution of the work. Except for 
•'Government Property," as defined in clause 
24 (LiabUity for Government-owned Prop¬ 
erty) , the responsibility for which is as stated 
In said clause, the Contractor shall be re¬ 
sponsible for all loss or destruction of or 
damage to property that occurs as a result 
of his fault or negligence in connection with 
the prosecution of the work, and shall be 
responsible for all materials delivered and 
work performed until completion and final 
acceptance. Upon completion of the con¬ 
tract the work shall be delivered complete 
and undamaged. 

(32) Other contracts as set forth be¬ 
low: 

Other contracts. The government may 
award other contracts for additional work, 
and the Contractor shall fully cooperate with 
such other Contractors and carefully fit his 
own work to that provided under other con¬ 
tracts as may be directed by the Contracting 
Officer. The Contractor shall not commit or 
permit any act which will interfere with the 
performance of work by any other Con¬ 
tractor. 

(33) Loading and unloading of cars 
as set forth below: 

Loading and unloading cars. The Con¬ 
tractor shall load promptly all railroad cars 
furnished for loading upon his order and 
shall unload from railroad cars promptly 
upon arrival all shipments consigned to him. 
and shall provide storage facilities and other 
facilities necessary for these purposes; and 
the Contractor shaU not order railway cars 
for loading unless they can be loaded 
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promptly and shall not cause or permit 
shipments to be consigned to him unless 
they can be unloaded from raUroad cars 
promptly upon arrival. 

(34) Accident prevention as set forth 
below: 

Accident prevention. In order to protect 
the life and health of employees in the per¬ 
formance of this contract, the Contractor 
wiU comply with all pertinent provisions of 
the “Safety Requirements in Excavation— 
Building—Construction" approved by the 
Chief of Engineers, December 16, 1941, as 
revised January 1, 1946 (a copy of which 
is on file in the office of the Contracting 
Officer), and as may be amended, and will 
take or cause to be taken such additional 
measures as the Contracting Officer may de¬ 
termine to be reasonably necessary for this 
purpose. The Contractor wUl maintain an 
accurate record, of and will report to the 
Contracting Officer in the manner and on 
the forms prescribed by the Contracting 
Officer, aU cases of death, occupational dis¬ 
ease and traumatic injury arising out of 
or in the course of employment on work 
under this contract. The Contracting Offi¬ 
cer will notify the Contractor of any non- 
compliance with the foregoing provisions and 
the action to be taken. The Contractor 
shall, after receipt of such notice, imme¬ 
diately correct the conditions to which at¬ 
tention has been directed. Such notice, 
when served on the Contractor or his rep¬ 
resentatives at the site of the work, shall 
be deemed sufficient for the purpose afore¬ 
said. If the Contractor fails or refuses to 
comply promptly, the Contracting Officer 
may issue an order stopping all or any part 
of the work. When satisfactory corrective 
action is taken, a start order wUl be issued. 
No part of the time lost due to any such 
stop order shall be made the* subject of claim 
for extension of time or for excess costs or 
damages by the Contractor. 

(35) Military security requirements as 
set forth in § 406.104-12 of this title. 

(36> Bonds as set forth below: 

Bonds. If the amount of this contract is 
in excess of $2,000.00, the Contractor shall 
execute and furnish forthwith the following 
Bonds: 

(a) Performance Bond on standard Form 
25, or if the Bond is executed by two or more 
corporate sureties on Standard Form 25-B. 
In the penal sum of the amount set forth 
in the Schedule. 

(b) Payment Bond on Standard Form 
25-A, or if the Bond is executed by two or 
more corporate sureties on Standard Form 
25-B. in the penal sum of the amount set 
forth in the Schedule. 

(37) Subcon tracts as set forth below: 

Subcontracts. If this contract is in an 
amount which exceeds $5,000.00, the follow¬ 
ing provisions are applicable to this con¬ 
tract: 

(a) It is the policy of the Government as 
declared by the Congress to bring about the 
greatest utilization of small business con¬ 
cerns which is consistent with efficient pro¬ 
duction. 

(b) The Contractor agrees to accomplish 
the maximum amount of subcontracting to 
small business concerns that the Contractor 
finds to be consistent with the efficient per¬ 
formance of this contract. 

(38) Gratuities as set forth in § 406.- 
104-16 of this title. 

(39) Examination of records as set 
forth in § 406.104-15 of this title. 

(40) Ceiling prices as set forth in 
§ 406.103-22 of this title. 

(41) The contract clauses as set forth 
in § 406.104 of this title (not otherwise 
mentioned in this part) and Part 408 of 


this title will be used in accordance with 
instructions contained in said section 
and part. The clauses set forth in § 406.- 
105-5. 406.105-7 and 408.106 of this title 
will be used where necessary or desirable 
to cover the subject matter contained in 

cns*Vt fkloiicpc 

(42) Alterations as set forth in § 406.- 
105-1 of this title will be used in 
accordance with instructions contained 
in subparagraph (18) of § 1006.102 (b). 

(43) Contractual contents as set forth 
in subparagraph (19) of § 1006.102 (b). 

(44) Approval as set forth in § 406.- 
105-2 of this title will be used in 
accordance with instructions contained 
in subparagraph (20) of § 1006.102 (b). 

SUBPART G-SALES CONTRACTS 

§ 1006.701 General Pending issu¬ 
ance of the portion of Part 406 of this 
title (Armed Services Procurement Reg¬ 
ulation) relating to sales contracts, the 
following instructions will apply: 

a. All formally advertised sales contracts 
wiU be prepared in the form of General Serv¬ 
ices Administration Standard Form 14. 

b. All negotiated sales contracts will bo 
prepared In a form as nearly similar to that 
used for advertised sales as the circum¬ 
stances‘permit, and no such contracts will 
be awarded without the prior review and 
approval of the Commanding General. Air 
Materiel Command, or his duly authorized 
representative. 

SUBPART H—BAILMENT CONTRACTS 

§ 1006.801 General. This subpart 
sets forth the required and authorized 
clauses for use in master bailment agree¬ 
ments. 

§ 1006.802 Contract clauses, (a) All 
master bailment agreements will consist 
of the following clauses in the following 
sequence: 

(1) Definitions as set forth below: 

Definitions, (a) The term "Contracting 
Officer" means the person executing this 
agreement on behalf of the Government, and 
any other officer or civUlan employee who is 
properly designated Contracting Officer; and 
the term includes, except as otherwise pro¬ 
vided in this-agreement, the authorized rep¬ 
resentative of a Contracting Officer acting 
within the limits of his authority. 

(b) The term "AF Representative" as used 
herein means the Commander of the Air Pro¬ 
curement District or the Chief of the Air 
Regional Office having over-all administra¬ 
tive responsibility for the supplies or services 
contract in connection with which the prop¬ 
erty is bailed, or the Air Force Plant Repre¬ 
sentative for the Bailee's Plant. 

(2) Property loaned under bailment 
agreement as set forth below: 

Property loaned under bailment agree - 
ment. (a) The Government shall loan to 
the Contractor, hereinafter referred to as the 
"Bailee." only such property as may be au¬ 
thorized in a Supplies or Services Contract. 
Property loaned to the Bailee under a Bail¬ 
ment Agreement is hereinafter referred to as 
the "Bailed Property." 

(b) Each loan of Balled Property shall be 
evidenced by a "Bailment Agreement \ 
signed by the Contracting Officer authorizing 
the loan. Each such agreement shall con¬ 
tain all pertinent information with respect 
to the particular loan, including the pur¬ 
pose of the loan and use to be made of the 
Balled Property, an adequate description of 
the Bailed Property, authorization for any 
modifications which the Bailee may incor¬ 
porate In the BaUed Property, the Contrac- 
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tunl authority under which the loan is be¬ 
ing made, the place where the property is 
to be delivered to the Bailee and the place 
where the property is to be returned to the 
Government, the period of bailment, and 
provisions concerning any records to be 
maintained or reports to be furnished to the 
Government other than those required here¬ 
in. 

(3) Title as set forth below: 

Title. Title to the Bailed Property shall at 
all times remain in the Government. The 
Contractor shall maintain adequate prop¬ 
erty control records of the Government Prop¬ 
erty and shall identify the Government 
Property as such in accordance with the 
provisions of the “Manual on the Control of 
Government Property in the Possession of 
Contractors’* dated March 1951, which is 
Incorporated herein by reference. 

(4) Access of Government personnel to 
bailed property as set forth below: 

Access of Government personnel to bailed 
property. (a) The Government shall, at all 
times, have access to any building or inclo-. 
sure where any of the Bailed Property is 
located, for the purpose of inspecting same 
(or of removing same upon termination of 
the Bailment Agreement) or for the purpose 
of observing any experimental research, test¬ 
ing or development program in connection 
with Bailed Property and, in that connec¬ 
tion, may be present at and may observe 
any tests pertaining thereto. 

(b) In the event that the Government 
desires to test any of the Bailed Property 
during the period of Bailment, it shall have 
the right to do so at its discretion, but such 
test or tests shall be made by representatives 
of the Government, with Government pilots 
and at the expense and risk of the Govern¬ 
ment. 

(5) Use of the Bailed Property and 
expenses in connection therewith as set 
forth below: 

Use of the Bailed Property and expenses in 
connection therewith, (a) The Bailee shall 
use the Bailed Property covered by any Bail¬ 
ment Agreement only for the purposes spec¬ 
ified In said agreement. 

(b) If aircraft constitutes Balled Property 
hereunder, no flight shall be made except for 
the purposes stated in the applicable Bail¬ 
ment Agreement or as required for mainte¬ 
nance or replacement of parts of the air¬ 
craft or to enable Bailee to restore or prepare 
the aircraft for return to the Government In 
accordance with the provisions of clause 11 
hereof. Plight crews furnished by the 
Bailee must receive written approval of the 
AF Representative prior to flight, in accord¬ 
ance with AMC Regulation 60-3 or such su¬ 
perseding regulation as may be in effect at 
the time of the applicable Bailment Agree¬ 
ment issued hereunder. 

(c) If aircraft used for testing constitutes 
the Bailed Property hereunder, Aircraft 
Utilization Reports shall be rendered weekly 
by the Bailee in accordance with AMC Regu¬ 
lation 80-2 or such superseding regulation 
as may be in effect at the time of the ap¬ 
plicable Bailment Agreement. 

(d) None of the Bailed Property shall be 
removed by the Bailee from the continental 
limits of the United States without prior 
written approval of the AP Representative. 

(e) The Bailee agrees that it shall, with¬ 
out cost to the Government under this Bail¬ 
ment Agreement, furnish all equipment, ma¬ 
terials including fuel and lubricants (other 
than parts furnished by the Government 
pursuant to clause 8 of this agreement), 
skilled pilots, engineering, labor, and other 
personnel necessary in connection with any 
use of the Bailed Property. However, noth¬ 
ing herein contained shall be deemed to pre¬ 
vent Bailee from being reimbursed under a 


cost-plus-a-fixed-fee supply or service con¬ 
tract between the Government and the Bailee 
for the cost of such equipment, materials and 
services in connection with use applicable 
thereto, or shall be deemed to prevent Bailee 
from including, in any price charged to the 
Government under a fixed-price supplies or 
service contract, a charge representing a 
reasonable allowance for the costs of such 
equipment, material and services in connec¬ 
tion with use applicable thereto. Bailee 
shall not be entitled to reimbursement of 
cost under any cost-plus-flxed-fee contract 
or adjustment of prices under any fixed-price 
contract solely by reason of any Bailment 
Agreement. 

(6) Modifications of Bailed Property 
as set forth below: 

Modifications of Bailed Property. Unless 
otherwise specifically provided in a Bailment 
Agreement, the Bailee shall not modify In 
any manner. Bailed Property or parts thereof. 

(7) Maintenance of Bailed Property 
as set forth below: 

Maintenance of Bailed Property. (a) 
Bailee shall conduct an initial inspection 
upon receipt of the Bailed Property to de¬ 
termine Its condition, shall maintain records 
of such inspection and shall maintain the 
Bailed Property in good repair and condi¬ 
tion at all times thereafter until returned 
to the Government. Except as hereinafter 
stated, such maintenance of each item of 
Balled Property shall be accomplished by 
Bailee in accordance with the basic Technical 
Order Service Handbook for such property 
provided by the Government. However, if 
there is no handbook applicable to the par¬ 
ticular item of Balled Property, maintenance 
by Bailee shall conform to good industrial 
practice. Bailee shall accomplish and main¬ 
tain current records of all such maintenance 
for review by the AP Representative. 

(b) If aircraft or aircraft engines consti¬ 
tute Bailed Property hereunder, the Bailee 
shall comply with the current issue of AF 
Technical Order 02A-1-1 or 02B-1-1 as ap¬ 
plicable and with the current issue of AF 
Technical Order 00-20A-1. In addition. 
Bailee shall also comply with the provisions 
with respect to visual inspection contained 
in any other Technical Orders applicable to 
the particular aircraft bailed hereunder from 
and after the date or dates upon which such 
Technical Orders are furnished to Bailee by 
the Government. The Bailee shall also make 
entries required by the current issue of AF 
Technical Order 00-35D-263 and 01-1-81 In 
Form 263. Bailee shall not be required to 
perform overhauls of aircraft or aircraft 
engines. Necessary compliance with Tech¬ 
nical Orders and related maintenance re¬ 
quirements relating to bailed aircraft or 
aircraft engines, other than those enumer¬ 
ated above shall be accomplished by the 
Government: Provided, however , That Bailee 
may, with the prior written consent of the 
AF Representative, comply with “Red Cross 
Technical Orders’* or “Red Diagonal Tech¬ 
nical Orders” which Bailee is able to accom¬ 
plish properly with the facilities and 
personnel available to the Bailee. 

(c) The Government, acting through the 
AF Representative, shall have the right at its 
discretion to take possession of or ground (in 
case of aircraft) any of the Bailed Property 
at any time, to accomplish compliance with 
any Technical Orders or maintenance re¬ 
quirements relating thereto. 

(d) The Bailee shall conduct periodic sur¬ 
veys to confirm the condition, adequacy of 
storage facilities, and necessity for retention 
of all Bailed Property and shall promptly 
correct any unsatisfactory maintenance or 
storage conditions. These periodic surveys 
shall be conducted in addition to or concur¬ 
rently with all other Inspection and Tech¬ 
nical Order compliance requirements of this 
agreement and shall in no way affect such 


other requirements. The Bailee shall main¬ 
tain records of such periodic surveys for re¬ 
view by the AF Representative. Frequency 
of such surveys shall be in accordance with 
the following: 

(1) Not less than once every three months 
for aircraft, engines, motorized equipment, 
mechanically or electrically operated equip¬ 
ment and similar property. 

(2) Not less than once every six months 
for other property. 

(8) Replacement parts as set forth 
below: 

Replacement parts, (a) If the Contract¬ 
ing Officer determines it to be advantageous 
to the Government, the Government may, at 
its expense, furnish to the Bailee at the place 
where the Bailed Property is located: 

(1) Such replacement parts as may be re¬ 
quired from time to time for such Balled 
Property because of (i) reasonable wear and 
tear resulting from authorized usage or (ii) 
loss or destruction of or damage to such 
Bailed Property for which the Bailee is not 
liable under the provision of clause 13 hereof; 
and 

(2) Such new or additional parts as may 
be required from time to time for installa¬ 
tion in or on such Bailed Property to accom¬ 
plish compliance with Technical Orders. 

(b) If aircraft constitutes Bailed Prop¬ 
erty hereunder the Government, at the re¬ 
quest of the Bailee, shall deliver to the Bailee 
at the place where the Bailed Property U 
then located: 

(1) Such replacement parts as may be re¬ 
quired from time to time as determined by 
the Contracting Officer as necessary replace¬ 
ment on 6uch aircraft because of (1) rea¬ 
sonable wear and tear resulting from au¬ 
thorized usage or (ii) loss or destruction of 
or damage to such bailed aircraft for which 
the Bailee is not liable under the provisions 
of clause 13 hereof; and 

(2) Such new or additional aircraft parts 
as may be required from time to time as de¬ 
termined by the Contracting Officer to be 
necessary for Installation in or on such balled 
aircraft to accomplish compliance with ap¬ 
plicable Technical Orders. 

(oj All parts furnished by the Govern¬ 
ment pursuant to this clause shall be ac¬ 
counted for as Government-furnished prop¬ 
erty in accordance with Manual for Control 
of Government Property in Possession of 
Contractor, dated March 1951. 

(9) Duration as set forth below: 

Duration, (a) The period of time during 
which Bailed Property may be loaned to the 
Bailee shall be set forth in the Bailment 
Agreement and shall not extend beyond the 
date upon which the purpose of the bailment 
has been accomplished and in any event shall 
expire on the date of delivery or time of per¬ 
formance set forth in the supplies or services 
contract in connection with which the prop¬ 
erty is being loaned: Provided, however. That 
the Government may, at its sole will, prior to 
the date specified in the Bailment Agreement 
terminate such agreement. The Govern¬ 
ment may provide for the retention by the 
Bailee of any Item of Bailed Property for use 
In connection with other specific supplies or 
service contracts If authorized by such con¬ 
tracts by means of an additional Bailment 
Agreement. 

(b) In the event the purpose of the Bail¬ 
ment Is accomplished prior to the date of 
expiration of the bailment period stated in 
the Bailment Agreement, the Bailee shall 
notify the Contracting Officer and request 
disposition instructions for the Bailed 
Property. 

(10) Delivery of Bailed Property to 
the Bailee as set forth below: 

Delivery of Bailed Property to the Bailee. 
The Government shall deliver the Bailed 
Property to the Bailee at the location spec- 
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ified in the Bailment Agreement issued pur¬ 
suant hereto as soon as possible after Is¬ 
suance of such agreement. 

(11) Return of Bailed Property to the 
Government as set forth below: 

Return of Bailed Property to the Govern¬ 
ment. (a) Bailed Property shall be returned 
to the Government in as good condition as 
when delivered to the Bailee except for rea¬ 
sonable wear and tear or depreciation re¬ 
sulting from authorized use. 

(b) Upon expiration or termination of any 
Bailment Agreement, the Bailee shall imme¬ 
diately discontinue use of all Bailed Prop¬ 
erty furnished pursuant to such agreement; 
and the Bailee shall restore such Balled 
Property to the same condition as it was in 
when delivered to tile Bailee, reasonable 
wear, tear and usage excepted, unless the 
Contracting Officer directs the Bailee in writ¬ 
ing to return the Bailed Property as modified 
in accordance with the Bailment Agreement 
covering said property. If the Contracting 
Officer gives such a direction, Bailee may re¬ 
move from the Balled Property any equip¬ 
ment Installed by Bailee which is owned by 
the Bailee and shall make such repairs and 
installations as may be necessary to restore 
the Bailed Property to the same working 
condition such property was in when re¬ 
ceived by Bailee, reasonable wear, tear, usage 
and authorized modifications excepted. Any 
of the Bailed Property not permanently in¬ 
stalled in aircraft constituting Bailed Prop¬ 
erty hereunder or any aircraft which cannot 
be returned as provided in paragraph (c) 
below, shall be properly packed, boxed and 
crated by the Bailee for return to the Gov¬ 
ernment. Upon compliance with the fore¬ 
going, a certificate from the AF Represent¬ 
ative to the effect that the Bailed Property 
is in, or has been restored to, the condition 
required by this clause shall be furnished to 
the Bailee. Nothing contained in this para¬ 
graph shall be deemed to require the Bailee 
to assume the cost of restoring or repairing 
property damaged or destroyed or to assume 
the cost of replacing any loss as to which 
the Bailee is relieved from liability under 
the provisions of clause 13 of this agreement. 

(c) If aircraft constitutes Bailed Property 
hereunder, such’ aircraft, unless grounded, 
shall, subject to the provisions of paragraph 

(b) above, be prepared by Bailee for flyaway 
by a Government pilot and Bailee shall fur¬ 
nish without cost to the Government under 
any Bailment Agreement all aircraft engine 
fuel, lubricating oil and cooling fluid re¬ 
quired for said flyaway in the amount to be 
designated by tfie Government pilot. All 
aircraft prepared for flyaway as provided 
herein and property permanently Installed 
In such aircraft shall be delivered to the 
Government at such flying field as may be 
designated as the point for such delivery 
in the applicable Bailment Agreement or. 
In the absence of such designation, at a fly¬ 
ing field designated by the Contracting Of¬ 
ficer in the vicinity of the Bailee's plant. 
Any aircraft which is grounded shall be pre¬ 
pared for shipment and return to the Gov¬ 
ernment in accordance with Instructions fur¬ 
nished by the Contracting Officer. 

(d) If property other than aircraft is to 
be shipped at the expense of the Govern¬ 
ment, it shall be shipped on Government 
bills of lading, and the Bailee shall make 
application therefor on forms furnished by 
the Government. Descriptions inserted in 
Government bills of lading shall comply with 
the rules and provisions of the freight clas¬ 
sifications and tariffs of the carrier or car¬ 
riers involved. Such Bailed Property shall 
be returned to the Government as follows: 

(1) Any shipment occupying sufficient 
space in a railroad car to constitute a ship¬ 
ment subject to carload freight rates shall 
be delivered f. o. b. carrier’s equipment at 
the location specified in the Bailment Agree¬ 
ment, and 


(2) Any shipment subject to less-than- 
carload freight rates shall be delivered 
f. o. b. freight station at such location. 

(12) Liquidated damages as set forth 
below: 

Liquidated damages, (a) If aircraft con¬ 
stitutes Bailed Property hereunder and if 
the Contractor fails to return the aircraft on 
the date specified in the Bailment Agree¬ 
ment for such return (or as the same may 
be extended In writing by the Contracting 
Officer), the actual damage to the Govern¬ 
ment for the delay will be impossible to 
determine, and therefore in lieu thereof the 
Contractor shall pay to the Government as 
fixed, agreed, and liquidated damages for 
each calendar day of delay the amount set 
forth in the Bailment Agreement loaning 
such aircraft and designated as “Liquidated 
Damages”. 

(b) The Contractor shall not be charged 
with liquidated damages when the delay 
arises out of causes beyond the control and 
without the fault or negligence of the Con¬ 
tractor. 

(c) The rights and remedies of the Gov¬ 
ernment provided in this clause shall not be 
exclusive and are in addition to any other 
rights and remedies provided by law, under 
this Bailment Agreement, or under any sup¬ 
plies contract authorizing the loan of the 
aircraft balled hereunder. 

(13) Risk of loss or damage, and lia¬ 
bility for Bailed Property as set forth 
below: 

Risk of loss or damage, and liability for 
Bailed Property, (a) The Bailee shall bo 
liable for all loss or destruction of or dam¬ 
age to Bailed Property except as otherwise 
provided by the terms of this clause. 

(b) The Bailee shall not be liable for loss 
or destruction of or damage to the Bailed 
Property provided such loss is: 

(1) Caused by reasonable wear and tear 
or depreciation resulting from authorized 
use; or 

(2) Caused by any peril while the prop¬ 
erty is in transit off the Bailee’s premises; 
or 

(3) Caused by any of the following perils 
while the property is on the Bailee’s or a 
subcontractor's premises or other premises, 
or by removal therefrom because of any of 
the following perils: Fire; lightning; wind¬ 
storm, cyclone, tornado, hail; explosion; riot, 
riot attending a strike, civil commotion; 
vandalism and malicious mischief; aircraft 
or objects falling therefrom; vehicles run¬ 
ning on land or tracks, excluding vehicles 
owned or operated by the Contractor or any 
agent or employee of the Contractor; smoke, 
sprinkler leakage; earthquake or volcanic 
eruption; flood, meaning thereby, rising of 
rivers or streams; enemy attack or any ac¬ 
tion taken by the military, naval or air 
forces of the United States in resisting enemy 
attack: or 

(4) Caused by any other peril unless such 
loss, damage or destruction occurred by rea¬ 
son of failure of the Bailee or of any of its 
directors, officers, agents, or employees who 
have supervisory or directional control of all 
or a part of the operations of the Bailee to 
exercise with respect to such Balled Prop¬ 
erty the same degree of care which a reason¬ 
ably prudent businessman, operating under 
currently comparable circumstances, would 
exercise with respect to his own property of 
the same type. 

(c) If aircraft constitutes Balled Property 
hereunder the Bailee shall not be liable for 
loss or destruction of, or damage to such 
aircraft occurring during the course of op¬ 
eration of such aircraft nor to Balled Prop¬ 
erty hereunder which at the time of such 
loss, destruction or damage, is being used in 
or on an aircraft during the operation of 
such aircraft if personnel conducting such 
operation were either (1) furnished by the 


Government or (li) approved in writing b* 
the AF Representative in accordance with 
clause 5 above, and if the Bailed Property is 
at the time of such loss, destruction or dam¬ 
age, being used for purposes authorized by 
the applicable Bailment Agreement. The 
term “operation” as used herein Includes 
both flight and ground operations, and in¬ 
cludes the operation of the airplane, prime 
and auxiliary power plants, the landing gear 
controls, the flight controls and brakes and, 
while the airplane is being towed, the oper¬ 
ation of any vehicle used in such towing. 

(d) Bailee represents that it is not main¬ 
taining and will not hereafter maintain in¬ 
surance (Including self-insurance funds and 
reserves) covering loss or destruction of or 
damage to the Bailed Property for which 
it is relieved of liability by paragraphs (b) 
and (c) of this clause, and represents that 
It is not including and agrees that it will not 
hereafter include in any price to the Gov¬ 
ernment any charge or reserve for such in¬ 
surance; provided, however, that nothing 
contained in this paragraph shall be deemed 
to apply to insurance approved or required 
by the Contracting Officer pursuant to any 
cost-type contract between the Government 
and the Bailee. If any sums shall be recov¬ 
ered by the Bailee as the proceeds of insur¬ 
ance policies applicable to the Bailed Prop¬ 
erty. the Bailee shall equitably reimburse 
the Government. The Bailee agrees that it 
will do nothing to prejudice the Govern¬ 
ment’s right to recover against third parties' 
for any loss or destruction of or damage to 
the Balled Property, and will on request co¬ 
operate with the Government in effecting 
recovery against such third parties. 

(14) The clauses required by §5 406.- 
103-15, 406.103-16, 406.103-18, 406.103- 
19 and 406.103-20 of this title are in¬ 
cluded in this agreement. 

SUBPART I—FACILITIES CONTRACTS 

§ 1006.901 General. This subpart 
sets forth required and authorized 
clauses for use in contracts whereby the 
Government furnishes to the contractor 
facilities, including those whereby, as a 
portion thereof the contractor furnishes, 
or acquires, additional facilities for the 
Government. 

Note: As of this date, contracts whereby 
the Government, only, furnishes facilities, 
are not set forth in this subpart. 

§ 1006.902 Contract clauses, (a) All 
contracts for furnishing facilities to a 
contractor, and which contracts also pro¬ 
vide for the manufacture, supply, or ac¬ 
quisition by the contractor of facilities 
will be prepared and issued solely by 
Headquarters. Air Materiel Command 
and/or such other activity as may be 
designated by Headquarters, Air Materiel 
Command, and will include the following 
clauses in the following sequence: 

(1) Facilities to be provided as set 
forth below: 

Facilities to be provided —(a) By the Con - 
tractor. (1) The Contractor shall with due 
expedition perform the items of work set 
forth in Part 1 of the attached Schedule, 
subject to the approval requirements set 
forth therein, for the consideration set forth 
in Part 5 of said Schedule. 

(2) The approvals required for the fore¬ 
going shall be requested by the Contractor 
prior to performance; but the Contracting 
Officer may at his discretion grant such ap¬ 
provals subsequent to performance with like 
effect as if granted prior to performance. 
Normally, no item shall be approved for 
manufacture or acquisition hereunder until 
it has been determined that a suitable like 
item cannot be furnished by the Government 
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(Department of the Air Force) out of its 
Industrial Reserve; however, such require¬ 
ment can be waived solely at the discretion 
ol the Contracting Officer. 

(3) The Government reserves the right to 
furniflh to the Contractor f. o. b. cars or car¬ 
rier’s equipment at Contractor’s plant or at 
the point nearest thereto that rail carrier 
service is available any or all of the facilities 
to be provided by the Contractor hereunder 
in lieu of the providing thereof by the Con¬ 
tractor. In the event the Government exer¬ 
cises this right this contract shall be consid¬ 
ered terminated to the extent necessitated 
by such furnishing. 

(b) By the Government. (1) The Gov¬ 
ernment shall furnish to the Contractor the 
existing Government-owned facilities set 
forth in Part 2 of the attached Schedule. 
Such property shall become subject to all the 
terms and conditions hereof upon receipt 
thereof by the Contractor unless another 
effective date is specified in Part 2 of the 
attached Schedule. 

(2) Such facilities shall be provided with¬ 
out warranty expressed, or implied on the 
part of the Government as to serviceability 
or fitness for use. subject to the right of the 
Contractor sea&pnably to inspect and reject 
the same for good and sufficient reason. All 
personal property included in the facilities 
provided pursuant to this paragraph (b) not 
presently located at the location specified 
in Part 3 of the attached Schedule, will be 
delivered to the Contractor at such plant or 
at the point nearest thereto that rail carrier 
service is available, as soon as practicable 
after the date of approval of this contract, 
transportation charges prepaid. 

(2) Factual appendices as set forth 
below: 

Factual appendices. Within three months 
after the date of approval of this contract, 
and at three-month intervals thereafter dur¬ 
ing the life of this contract. Contractor shall 
submit a list of the facilities provided here¬ 
under and not previously listed, together 
with a list of any necessary changes or dele¬ 
tions of items on previous lists: Provided, 
however, That no such lists shall be required 
for any period in which there have been no 
additions to or changes or deletions of prev¬ 
ious listings. Such lists will be identified as 
“Factual Appendix A” to this contract or 
supplements to such appendix. They will 
contain (1) a summary, by categories, of 
expenditures to date under this contract, (2) 
a list of all recoverable items of property 
provided hereunder for which reimbursement 
is made hereunder and (3) a list of Govern¬ 
ment-furnished property provided hereunder 
and shall be in a form to be agreed upon 
between the Contractor and the Contracting 
Officer. Such lists shall be certified as cor¬ 
rect by a responsible representative of the 
Contractor. Upon approval thereof by the 
Contracting Officer they will be transmitted 
to Headquarters, Air Materiel Command. 
Upon approval and distribution thereof such 
lists shal be considered incorporated herein 
by reference, it being understood, however, 
that such lists will be binding upon the par¬ 
ties hereto only to the extent that they do 
not conflict with the supporting docu¬ 
mentation, 

(3) Place and time of installation as 
set forth below: 

Place and time of installation. The facili¬ 
ties provided hereunder ns described in 
clause 1 hereof shall be located or Installed 
in the location set forth in Part 3 of the 
attached Schedule. The Contractor agrees 
to use its best efforts to have such facilities 
installed and/or otherwise prepared for use 
on or before the date set forth In Part 4 of 
the attached Schedule. 

(4) Title as set forth below: 

Title, (a) Title to all property furnished by 
the Government shall remain in the Govern- 
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ment. Title to all property purchased by the 
Contractor, for the cost of which the Con¬ 
tractor is entitled to be reimbursed as a di¬ 
rect item of cost under this contract, shall 
pass to and vest in the Government upon de¬ 
livery of such property by the vendor. Title 
to other property, the cost of which is reim¬ 
bursable to the Contractor under this con¬ 
tract, shall pass to and vest in the Govern¬ 
ment upon (i) issuance for use of such prop¬ 
erty in the performance of this contract, 
or (li) commencement of processing or use 
of such property in the performance of this 
contract, or (ill) reimbursement of the cost 
thereof by the Government, whichever first 
occurs. 

(b) All personal property for the cost of 
which the Contractor is entitled to be reim¬ 
bursed hereunder and all other Government- 
owned personal property provided hereunder 
shall remain personalty although affixed to 
realty not belonging to the Government. 

(5) Workmanship as set forth below: 

Workmanship. All work required under 
this contract shall be executed in the most 
economical and workmanlike manner in 
strict conformity with the best standard 
practices and all material, workmanship and 
facilities shall be subject to inspection and 
test by representatives of the Government. 

(6) Use and charges therefor as set 
forth below: 

Use and charges therefor, (a) The Con¬ 
tractor may. subject to the termination pro¬ 
visions hereof, use all or part of the facili¬ 
ties provided hereunder without charge in 
the performance of (i) all negotiated Air 
Force prime contracts which authorize such 
no charge use or the price or fee of which 
is contingent upon such no charge use. (li) 
subject to the approval of the Contracting 
Officer, subcontracts under any such Air 
Force prime contracts and (lii) to the ex¬ 
tent such use will not interfere with the 
foregoing and subject to the approval of the 
Contracting Offlcer L prime and subcontracts 
of other Government agencies which author¬ 
ize such no charge use or the price or fee of 
which is contingent upon such no charge use. 

(b) The Contractor may also, with the 
prior approval of the Contracting Officer, use 
the facilities provided^hereunder in the per¬ 
formance of incidental work other than that 
hereinabove authorized to the extent that 
such additional work will not interfere with 
the performance of the work hereinabove au¬ 
thorized: Provided, That the Contracting 
Officer determines that such other use is in 
the interest of the Government, and that 
the Contractor is not thereby placed in a 
favored competitive position. At six months' 
intervals during the life of the contract and 
at the termination thereof Contractor shall 
submit a detailed report to the Contracting 
Officer of all such other use performed dur¬ 
ing the preceding period. Such reports shall 
be supported by such records as are necessary 
to insure equitable action hereunder. Upon 
submission of such report the Contractor 
and the Contracting Officer will promptly 
negotiate to determine the extent of use 
during the period covered by such report 
and the consideration therefor. Such 
amount shall be computed upon the basis 
of the extent of the use at rates based upon 
actual or estimated original acquisition cost 
of the facilities used. Such rates shall be 
5 percent per annum for land and land im¬ 
provements, 8 percent per annum for build¬ 
ings and building installations, 12 percent 
per annum for machinery and equipment 
and 25 percent per annum for portable tools 
and automotive equipment. In the event 
of a failure to agree in such negotiations 
the resulting dispute shall be settled in ac¬ 
cordance with the procedures provided in 
the clause hereof entitled •’Disputes.'* The 
Contractor shall upon demand of the Con¬ 
tracting Officer except in the event an appeal 


1s pending or to be filed forward his check 
payable to the Treasurer of the United States 
for the amount due through the Contracting 
Officer to the Commanding General, Head¬ 
quarters. AMC, Wright-Patterson Air Force 
Base, Ohio, Attention MCCBXA. 

(c) The Contractor represents that it has 
eliminated or will eliminate from the prices 
and, for the purpose of computing fees, from 
the estimated cost, charged for all contracts 
to be performed by the Contractor using fa¬ 
cilities provided hereunder on a no-charge 
basis any charges or allowances (including 
amortization and depreciation) included 
therein for the facilities provided hereunder 
exclusive of charges for costs incurred in 
the performance of obligations imposed here¬ 
under, and in making application for per¬ 
mission to use facilities provided hereunder. 
Contractor shall so state. It Is agreed that 
nothing in this contract shall be interpreted 
as prejudicing any rights that the Contractor 
may have to be reimbursed under other con¬ 
tracts between the parties hereto for the 
cost of performing obligations imposed here¬ 
under and not made reimbursable hereunder. 

Note: Where appropriate, the clause as set 
forth in subparagraph (6) following shall be 
used in lieu of that set forth above. 

(6) Use and charges therefor as set 
forth below: 

Use and charges therefor . (a) The Con¬ 

tractor may, subject to the termination pro¬ 
visions hereof, use the facilities provided 
hereunder in the production under Govern¬ 
ment prime or subcontracts of the items for 
which they were provided. 

(b) The Contractor may also, with the 
prior approval of the Contracting Officer, use 
the facilities provided hereunder in the per¬ 
formance of incidental work other than that 
hereinabove authorized to the extent such 
additional work will not interfere with the 
work hereinabove authorized; provided that, 
the Contracting Officer determines that such 
other use is in the interest of the Govern¬ 
ment and that the Contractor is not thereby 
placed in a favored competitive position. 

(c) In consideration for such use Contrac¬ 
tor shall pay a use charge computed at the 
following rates: 

Land and land improvements, 5 percent per 
annum; buildings and building installations, 
8 percent per annum; machinery and equip¬ 
ment, 12 percent per annum; portable tools 
and automotive equipment, 25 percent per 
annum. 

Such use charge shall be computed upon the 
cost to the Government of the items of fa¬ 
cilities for which reimbursement is made 
hereunder exclusive of the cost of trans¬ 
portation, where transportation costs a-e 
invoiced separately, and installation, and 
upon the actual or. when actual is not avail¬ 
able, the estimated original acquisition cost 
of the items of facilities furnished by the 
Government hereunder (exclusive of the cost 
of transportation, installation, and repair), 
as such costs are agreed upon with the Con¬ 
tracting Officer. Such charges shall be com¬ 
puted on the basis of calendar months of 
use; provided that, (i) in the event that any 
item of facilities is not used for a period of 
fifteen consecutive calendar days in any cal¬ 
endar month, the charge payable for su<h 
item of facilities shall be one-twenty-first 
(%t) of the monthly charge for each day or 
part thereof in said calendar month that 
such item is used; and provided that (li) a 
prorated charge shall be made for fractional 
calendar months at the commencement of 
use of each item and at the effective date 
of the total or partial termination of this 
contract. Payment of such monthly rental 
charges shall be due on the fifteenth of each 
calendar month for the preceding calendar 
month’s use and shall be effected by mailing 
or delivering to the Contracting Officer a 
check payable to the Treasurer of the United 
States accompanied by a statement in triqjl- 
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cate explaining the computation of the 
amount thereof. 

(d) It is agreed that nothing in this con¬ 
tract shall be Interpreted as prejudicing any 
rights that the Contractor may have to be 
reimbursed under other contracts between 
the parties hereto for the cost of perform¬ 
ing obligations Imposed hereunder and not 
made reimbursable hereunder. 

(7) Reimbursement as set forth below: 

Reimbursement, (a) The Government will 
pay to the Contractor upon inspection and 
acceptance by the Contracting Officer of the 
items or the work specified In Part 1 of 
attached Schedule, subject to the provisions 
of paragraph (c) of this clause, the direct 
costs and the overhead designated in Part 
5 of the attached Schedule determined in 
accordance With Part 2, Section XV of the 
Armed Services Procurement Regulation for 
items other than construction, and in ac¬ 
cordance with Part 4 of said Section XV 
for items of construction, if any. 

(b) It has been determined by the Con¬ 
tracting Officer in advance and agreed to by 
the contracting parties for the purpose of 
simplifying auditing procedures applicable 
thoreto, that the overhead rate or rates set 
forth in Part 5 of the attached Schedule rep¬ 
resent an amount equal to a reasonable and 
proper proportionate share of all of the Con¬ 
tractor’s overhead and General and Admin¬ 
istrative expense applicable and allocable to 
the performance of this contract and as ex¬ 
cluding any expenditures for items of cost 
for which direct reimbursement is provided 
elsewhere in this contract. Unless the prior 
approval of the Contracting Officer is ob¬ 
tained, the Contractor shall not change its 
method of accounting under this contract 
in such manner as to account for any Item 
of cost on a direct cost basis if such item 
of cost was considered as an indirect charge 
for the purpose of establishing the over¬ 
head rate or rates set forth in Part 5 of the 
attached Schedule. All amounts reimbursed 
hereunder shall be withdrawn from the ap¬ 
propriate overhead pool or pools prior to 
the allocation of overhead to other contracts 
with the Government or Suppliers of the 
Government and nothing in this contract 
shall be interpreted as prejudicing any rights 
that the Contractor may have to be reim¬ 
bursed under other contracts between the 
parties hereto for overhead including Gen¬ 
eral and Administrative expense allocable 
to this contract in excess of the amount 
made reimbursable hereunder for such costs. 

(c) The Government will currently reim¬ 
burse the Contractor for such expenditures 
made in accordance with this clause as may 
be approved or ratified by the Contracting 
Officer upon certification and verification by 
the Contracting Officer of the original signed 
payrolls for labor, the original paid invoices 
for facilities and materials, or other original 
papers: Provided , however. That in the event 
it is impracticable to furnish the Contracting 
Officer with original signed payrolls for labor, 
original paid invoices for facilities and mate¬ 
rials. or other original papers, the Contractor 
shall furnish evidence in a form satisfactory 
to the Contracting Officer covering expendi¬ 
tures to be reimbursed under this clause. 
Generally payments hereunder will be made 
monthly, but may be made at more fre¬ 
quent intervals if the conditions so warrant. 
Such current reimbursement shall include 
partial and progress payments made to sub¬ 
contractors or suppliers for machine tools 
and/or construction projects ordered here¬ 
under in those cases where the subcontrac¬ 
tor or supplier requires partial payment 
therefor and the subcontract or purchase 
agreement therefor contains a partial pay¬ 
ments clause approved in writing by the Con¬ 
tracting Officer and not less favorable to the 
Government than the partial payments 
clause set forth in Joint Procurement Reg¬ 
ulation 5-407.2; provided that each such par¬ 


tial payment is specifically approved in writ¬ 
ing by the Contracting Officer. 

(d) There has been allotted for the per¬ 
formance of this contract the total sum set 
forth in Part 6 of the attached Schedule. 
This sum may be increased from time to 
time by the Government solely in its dis¬ 
cretion. Upon the making of any such in¬ 
crease the Contracting Officer shall amend 
this contract accordingly. Notwithstanding 
any other provisions of this contract the 
Contractor shall not be bound to take any 
action in connection with the performance 
of this contract that would cause the 
amount for which the Government will be 
obligated hereunder to exceed the sum 
allotted for this contract, and the obligation 
of the Contractor to proceed with the per¬ 
formance of this contract shall be limited 
accordingly. If at any time the Contractor 
has reason to believe that the amount to be 
expended or committed by it In the next 
succeeding 30 days, when added to all pre¬ 
vious expenditures and commitments will 
exceed 75 percent of the sum allotted for 
this contract, it shall notify the Contract¬ 
ing Officer to that effect, giving an estimate 
as to the percentage of completion of the 
items of work set forth in Part 1 of the at¬ 
tached Schedule, so that a determination 
may be made as to whether or not additional 
funds will be allotted for this contract. Any¬ 
thing in this contract to the contrary not¬ 
withstanding. the Government shall not be 
obligated to pay to the Contractor either for 
the reimbursement of expenditures or other¬ 
wise any amount in excess of the sum al¬ 
lotted for this contract: Provided, however, 
That if the Contractor makes any expendi¬ 
tures for which funds are not allotted, the 
Contracting Officer may ratify such expendi¬ 
tures when funds are allotted. 

(e) In securing all facilities, parts, ma¬ 
terials and services required for the per¬ 
formance of this contract from sources otner 
than the Contractor, the Contractor shall 
obtain competition to the maximum prac¬ 
tical extent and shall take advantage of the 
most advantageous prices with due regard 
to securing adequately prompt delivery of 
satisfactory facilities, parts, materials and 
services. 

(f) The Contractor represents that the 
costs Incurred and for which it is reimbursed 
under this contract are not and will not be 
included as an element of cost in any other 
contracts with the Government or suppliers 
of the Government and that the overhead 
rate or rates set forth in Part 5 of the at¬ 
tached Schedule do not include any allow¬ 
ance for profit. 

(g) The cost-plus-a-percentage-of-cost 
system of contracting shall not be used by 
the Contractor in procuring articles, mate¬ 
rials. supplies or services required for the 
performance of this contact. 

(h) Overtime work for which compensa¬ 
tion at rates in excess of regular or straight 
time compensation will be charged shall be 
performed hereunder only to the extent ex¬ 
pressly authorized in writing by the Con¬ 
tracting Officer. 

Note: Provisions of v the reference “Part 
2. Section XV of the Armed Services Procure¬ 
ment Regulation” in a foregoing clause are 
contained in Subpart B. Part 414 of this title. 
Provisions of the reference “Part 4 of Section 
XV” in a foregoing clause are contained in 
Subpart D. Part 414 of this title. 

(8) Right of diversion as set forth be¬ 
low: 

"Right of diversion. The Government re¬ 
serves the right when it is determined by the 
Air Force to be in the best interest of the 
Government to direct the delivery of any or 
all of the facilities acquired by or furnished 
to the Contractor hereunder to locations 
-other than those specified in this contract. 
It is also agreed that the Contractor shall at 
the request of the Contracting Officer, when 


it is determined by the Air Force to be in 
the best interest of the Government, assign 
to the Government or to any designated 
third party or parties, purchase orders or 
subcontracts of the Contractor for any or all 
of the facilities to be acquired under this 
contract. 

(9> Taxes and utilities as set forth 
below: 

Taxes and utilities, (a) The Contractor 
agrees to pay to proper authority when and 
as the same become due and payable, all 
taxes, assessments and similar charges 
which at any time prior to the final settle¬ 
ment of this contract are properly and le¬ 
gally taxed, assessed or imposed upon the 
Contractor’s interest made or created pur¬ 
suant to the provisions of this contract, 
with respect to part or all of the facilities 
provided hereunder or the use thereof. 

(b) The Contractor agrees to pay all 
claims or charges for or on account of 
water, light, heat, power and any other 
services or utilities furnished to or with 
respect to the site, buildings, or the ma¬ 
chinery and equipment or any part thereof. 

(10) Access as set forth below: 

Access. The Government shall at all 
times have access to the premises wherein 
any of the faculties provided hereunder are 
located for the purpose of inspecting and 
inventorying the same or for the purpose of 
removing them as authorized under the 
terms of this contract. 

(11) Report to be furnished by the 
contractor as set forth below: 

Reports to be furnished by the contractor. 
The Contractor, insofar as it is able, shall 
furnish the Government, upon written re¬ 
quest therefor, such reports, estimates, and 
other information regarding the subject 
matter of this contract as the Contracting 
Officer finds necessary and reasonable. Re¬ 
quests for such reports, estimates and other 
information shall set forth the nature of the 
information sought and the form in which 
such i nf ormation is to be furnished. 

(12) Records and books of account as 
set forth below: 

Records and books of account, (a) The 
Contractor agrees to keep records and books 
of account, showing the cost to it of all items 
of labor, materials, equipment, supplies, 
services, and other expenditures of what¬ 
ever nature for which reimbursement is au¬ 
thorized under the provisions of this con¬ 
tract. The method of accounting used by 
the Contractor shall be subject to the ap¬ 
proval of the Contracting Officer; provided, 
no material change will be required therein 
if it conforms to good accounting practice 
and the costs are readily ascertainable there¬ 
from. The Contractor shall preserve all 
books, papers and other accounting records 
pertaining to work under this contract for a 
period of at least five years after the signing 
of the final termination settlement agree¬ 
ment for this contract. If at any time after 
such five-year period has expired, the Con¬ 
tractor desires to dispose of any of said 
books, papers or accounting records, he shall 
notify and request permission from the Con¬ 
tracting Officer, who shall either authorize 
their destruction, unless applicable statutes 
otherwise direct, or notify the Contractor to 
turn them over to the Government. 

(b) The Contractor agrees that its books 
and records and its plant, or such parts 
thereof as may be engaged in the perform¬ 
ance of this contract. shaU at all reasonable 
times be subject to inspection and audit by 
any authorized representative of the Depart¬ 
ment. 

(c) The Contractor shall cause a provision 
corresponding to that contained in para^ 
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graph (b) hereof to be Included in all sub¬ 
contracts hereunder. 

(d) The Contractor also agrees to main¬ 
tain adequate property control records and 
a system of identification of the facilities 
provided hereunder In accordance with the 
provisions of the "Manual for Control of 
Government Property in Possession of Con¬ 
tractors” in effect on the date of this con¬ 
tract. As part of such control system Con¬ 
tractor shall take a physical inventory of the 
facilities provided hereunder at least once 
a year. A certificate of such inventory listing 
and properly identifying all losses and dam¬ 
ages which have occurred since the taking of 
the last previous Inventory shall be delivered 
to the Contracting Officer upon the comple¬ 
tion of each such inventory. 

(13) Possession as set forth below: 

Possession . Except as otherwise in this con¬ 
tract specifically provided, the Contractor 
shall not remove or otherwise part with the 
possession of any of the facilities provided 
hereunder, pledge or assign, transfer or pur¬ 
port to transfer title to any of such facilities 
in any manner to any third person either 
directly or indirectly, permit the use by 
others of any of such facilities, nor do or 
suffer anything to be done whereby any of 
such facilities may be seized, taken in execu¬ 
tion, attached, destroyed^ or injured. 

(14) Liability for Government-owned 
property as set forth below: 

Liability for Government-owned property. 

(a) Contractor shall not be liable for any 
loss of or damage to the facilities provided 
hereunder or for expenses incidental to such 
loss or damage, except that the Contractor 
shall be responsible for any such loss or dam¬ 
age (including expenses incidental thereto): 

(1) Which results from any risk other than 
an "excepted” peril. For this purpose ex¬ 
cepted perils are defined as any of the fol¬ 
lowing perils while the property is on the 
Contractor’s or subcontractor's premises, or 
on any other premises where such property 
may properly be located; or by removal there¬ 
from because of any of the following perils: 

(I) Fire; lightning; windstorm, cyclone, 
tornado, hail, explosion; riot; riot attending 
a strike, civil commotion, vandalism and 
malicious mischief, sabotage, aircraft or ob¬ 
jects falling therefrom; vehicles running on 
land or tracks, excluding vehicles owned or 
operated by the Contractor or any agent or 
employee of the Contractor; smoke; sprinkler 
leakage; earthquake or volcanic eruption; 
flood, meaning thereby, rising of a body of 
water; hostile or warlike action, including 
action in hindering, combating, or defending 
against an actual, Impending or expected at¬ 
tack by any Government or sovereign power 
(de jure or de facto), or by any authority 
using military, naval, or air forces, or by 
&n agent of any such government, power, 
authority, or forces, or 

(II) Other peril of a type not listed above, 
if such other peril is customarily covered by 
insurance (or by a reserve for self-insurance) 
in accordance with the normal practice of 
the Contractor, or the prevailing practice in 
the Industry in which the Contractor is en¬ 
gaged with respect to similar property in 
the same general locale. 

(il) Which results from a risk expressly 
required to be insured against hereunder, but 
only to the extent of the Insurance so re¬ 
quired to be procured and maintained or to 
the extent of insurance actually procured 
&nd maintained, whichever is greater; 

(hi) Which results from a risk which is in 
fact covered by insurance or for which the 
Contractor Is otherwise reimbursed, but only 
to the extent of such Insurance or reimburse¬ 
ment; 

Ov) Which results from willful miscon¬ 
duct or lack of good faith on the part of any 
of the Contractor’s directors or officers, or on 


the part of any of its managers, superintend¬ 
ents, or other equivalent representatives, who 
has supervision or direction of (A) all or 
substantially all of the Contractor's business, 
or (B) all or substantially all of the Con¬ 
tractor’s operations at the industrial facility 
if such facility is a complete plant or unit, 
or (C) all or substantially all of the Con¬ 
tractor’s operations at any one plant or sepa¬ 
rate location in which such Industrial facili¬ 
ties are installed or located, or (D) any sepa¬ 
rate or complete major industrial operation 
in connection with which the facilities are 
used; or 

(v) Which results from (A) a failure of 
the Contractor, due to willful misconduct or 
lack of good faith on the part of any of its 
directors, officers, or other representatives 
mentioned in (lv) above, to maintain and 
administer in accordance with sound indus¬ 
trial practices a program for the mainte¬ 
nance, repair, protection and preservation of 
the industrial facilities in accordance with 
the provisions of clause 18 hereof, so as to 
assure their full availability and usefulness 
at all times, or (B) a failure of the Con¬ 
tractor to take all reasonable steps to comply 
with all written directions or instructions 
which the Contracting Officer may prescribe 
as reasonably necessary for the protection of 
the industrial facilities. 

(b) The Contractor represents that it is 
not including and agrees that it will not 
hereafter include in any price to the Gov¬ 
ernment, any charge or reserve for insur¬ 
ance (including self-insurance funds or re¬ 
serves) covering loss or destruction of or 
damage to the facilities provided hereunder 
caused by any excepted peril. 

(c) Upon the happening of loss or de¬ 
struction of or damage to any Government- 
provided property caused by an excepted 
peril, the Contractor shall notify the Con¬ 
tracting Office thereof, and shall commu¬ 
nicate with the Loss and Salvage Organiza¬ 
tion, if any. now or hereafter designated by 
the Contracting Office, and with the assist¬ 
ance of the Loss and Salvage Organization so 
designated (unless the Contracting Officer 
has directed that no such organization be 
employed), shall take all reasonable steps to 
protect .the Government-provided property 
from further damage, separate the damaged 
and undamaged Government-provided prpp- 
erty, put all the Government-provided prop¬ 
erty in the best possible order, and furnish 
to the Contracting Officer a statement of: 
(A) the lost, destroyed and damaged Gov¬ 
ernment-provided property, (B) the time 
and origin of the loss, destruction or damage. 
(C) ail known interests in commingled prop¬ 
erty of which the Government-provided 
property is a part, and (D) the insurance, if 
any. covering any part of or interest in such 
commingled property. The Contractor shall 
be reimbursed for the expenditures made 
by it in performing its obligations under 
this subparagraph (c) (including charges 
made to the Contractor by the Loss and Sal¬ 
vage Organization, except any of such 
charges the payment of which the Govern¬ 
ment has. at its option, assumed directly), 
to the extent approved by the Contracting 
Officer and set forth in a Supplemental 
Agreement. 

(d) In the event the Contractor is reim¬ 
bursed or compensated for any loss or de¬ 
struction of or damage to the facilities pro¬ 
vided herein caused by an excepted peril, it 
shall equitably reimburse the Government. 
The Contractor shall do nothing to prejudice 
the Government’s rights to recover against 
third parties for any such loss, destruction or 
damage and. upon the request of the Con¬ 
tracting Officer, shall at the Government’s 
expense, furnish to the Government all rea¬ 
sonable assistance and cooperation (includ¬ 
ing the prosecution of suit and the execution 
of instruments of assignment in favor of the 
Government) in obtaining recovery. 
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( 15 ) Responsibility for damages as set 
forth below; 

Responsibility for damages, (a) The Con¬ 
tractor shall hold the Government harmless 
against claims for Injury to persons or dam¬ 
age to property of the Contractor or others 
arising from the Contractor's possession or 
use of the facilities provided hereunder, ex¬ 
cept when there is In effect one or more con¬ 
tracts with Contractor for supplies or serv¬ 
ices which require the use of such facilities. 

(b) If this contract calls for labor to be 
performed, the costs of which are reimburs¬ 
able hereunder. Contractor shall carry work¬ 
men's compensation and public liability in¬ 
surance and. to the extent applicable, auto¬ 
mobile- liability Insurance together with such 
other insurance, (exclusive of lnsuauice 
which Is otherwise prohibited hereunder) as 
the Contracting Officer may direct. 

(c) The Government shall not be liable to 
the Contractor for damages or loss of profits 
by reason of non-delivery or of any delay in 
the delivery of any or all of the facilities to 
be provided by the Government hereunder. 

(16) Government bills of lading as set 
forth below: 

Government bills of lading. All shipments 
of the facilities provided hereunder, title 
to which is vested in the Government, shall, 
subject to the approval of the Contracting 
Officer, be made on Government bills of lad¬ 
ing and the Contractor shall make appli¬ 
cation therefor on AMC Form No. 63A to 
the Officer in Charge, Air Materiel Command 
Field Traffic Office, serving the Air Force 
Procurement District having administrative 
responsibility for this contract. 

(17) Subcontracts as set forth below: 

Subcontracts. The Contractor shall give 
advance notification to the Contracting 
Officer of any proposed subcontract or pur¬ 
chase order hereunder which is either (i) 
on other than a straight fixed-price single 
payment basis, or (ii) on a fixed-price basis 
exceeding in dollar amount either $25,000 or 
5 per centum of the total estimated cost of 
this contract whichever is less; and each 
such subcontract or purchase order shall 
require the written approval of the Con¬ 
tracting Officer. 

(18) Maintenance as set forth below: 

Maintenance. Except to the extent of any 
loss or destruction of or damage to the fa¬ 
cilities provided hereunder for which the 
Contractor is relieved of liability under the 
provisions of the clause hereof entitled "Lia¬ 
bility for Government-Owned Property” and 
except for reasonable wear and tear or depre¬ 
ciation, the facilities shall be returned by 
the Contractor to the Government, or deliv¬ 
ered by the Contractor to any designee of the 
Government (at the time elsewhere in this 
contract provided) in as good condition as 
when received or restored by the Contractor 
in connection with this contract. The Con¬ 
tractor shall also maintain a program ap¬ 
proved by the Contracting Officer for the 
proper maintenance, repair, protection, and 
preservation thereof in accordance with 
sound Industrial practice, including normal 
parts replacements and. with respect to ma¬ 
chinery and equipment, necessary rebuilding 
and rehabilitation. The maintenance of any 
motor vehicles provided under this contract 
shall be in accordance with standards pre¬ 
scribed by the Air Force as directed by the 
Contracting Officer. As soon as practicable 
after the execution of this contract the Con¬ 
tractor shall submit to the Contracting 
Officer for approval a detailed statement of 
the maintenance program proposed to be 
maintained under the requirements of this 
clause. Upon approval thereof by the Con¬ 
tracting Officer such program shall not be 
relaxed or deviated from without the prior 
approval of the Contracting Officer. 
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(19) Termination as set forth below: 

Termination, (a) This contract may be 
terminated by the Government as to all or 
any ol the facilities provided hereunder (1) 
whenever the Contracting Officer shall deter¬ 
mine that the faculties to be so terminated 
are not necessary for the performance of 
Government contracts In the performance of 
which the use of such facilities has been 
authorized. (11) whenever the Commanding 
General. Air Materiel Command, or his duly 
authorized agent, has requested priority with 
respect to the manufacture or furnishing of 
any products with faculties to be provided 
hereunder and the Contractor has faUed or 
refused to give such priority. (Ui) whenever 
a receiver or trustee has been appointed for 
the Contractor or its property, or the Con¬ 
tractor has made assignment for the benefit 
of creditors, or the Contractor has become 
insolvent, or a petition has been filed by or 
against the Contractor pursuant to any of 
the provisions of the United States Bank¬ 
ruptcy Act. as amended, for the purpose of 
adjudicating the Contractor a bankrupt or 
for a reorganization of the Contractor or for 
the purpose of effecting a composition or a 
rearrangement with the Contractor’s credi¬ 
tors and such petition filed against the Con¬ 
tractor was not dismissed within sixty (60) 
days, (iv) whenever there has been a viola¬ 
tion of the terms, conditions or covenants of 
this contract or extension thereof by the 
Contractor and the Contractor failed to cure 
such violations within thirty (30) days from 
the date of notice thereof by the Government 
to the Contractor, or (v) upon not less than 
sixty days’ notice to the Contractor for any 
other reason. Such termination shall be 
effected by delivery to the Contractor of a 
Notice of Termination specifying the extent 
to which the contract is to be terminated 
and the reason therefor if under (1). (11). 
(ill), or (iv) hereof, and shall be effective 
upon the dates specified therein. 

(b) This contract may be terminated by 
the Contractor at any time, upon not less 
than sixty days’ notice to the Government, 
as to all of the faclUties provided hereunder. 
Such termination shall be effected by deliv¬ 
ery by the Contractor to the Contracting 
Officer of a Notice of Termination specify¬ 
ing the date on which such termination 
shall become effective. Contractor may also 
by agreement with the Contracting Officer 
effect a partial termination of this contract 
with respect to a substantial portion of such 
facilities. Termination at the option of the 
Contractor shall not relieve the Contractor of 
any of its obligations or liabilities under any 
supply or service contract affected thereby. 

(c) Upon total or partial termination of 
this contract, the Contractor shall, subject 
to the provisions of the clause hereof en¬ 
titled “Disposition of Facilities’’ surrender 
to the Government possession of any facili¬ 
ties affected thereby. 

(d) In the event any facilities are to be 
purchased or constructed hereunder by the 
Contractor In behalf of the Government, 
upon termination hereunder by the Govern¬ 
ment of any such purchased or constructed 
facilities prior to the completion thereof, 
the Contracting Officer shall, subject to the 
provision of the clause hereof entitled “Dis¬ 
position of Facilities” by written order, ex¬ 
ercise one of the following options with re¬ 
spect to any such terminated Item or items 
of facilities. 

(1) If the Contractor has made no binding 
commitment and Incurred no expense there¬ 
for of a kind reimbursable hereunder as an 
actual cost, the Contracting Officer may 
eliminate the Item from this contract and 
the Government shall be relieved of any 
liability therefor. 

(2) if the Contractor has made a binding 
commitment and incurred expense therefor 
of a kind reimbursable hereunder as an ac¬ 
tual cost, the Contracting Officer may direct 
the Contractor to stop all further work and 


RULES AND REGULATIONS 

the making of all further commitments 
thereon and eliminate the item from this 
contract. In that event the Contractor and 
the Contracting Officer will attempt to agree 
on an amount that will reasonably compen¬ 
sate the Contractor for the actual cost In¬ 
curred by him with regard to such elimi¬ 
nated item. If no such agreement Is leached 
within thirty (30) days after the date of 
elimination (or within such longer period 
as may at any time be mutually agreed 
upon), the Contractor will be paid an 
amount. If any, which together with all 
sums previously paid by the Government on 
account of the item, shall be sufficient to 
reimburse the Contractor for expenses paid 
and the settlement of any obligation in¬ 
curred by the Contractor thereon. In lieu 
of reimbursing the Contractor for the set¬ 
tlement of such obligations, the Government, 
in the discretion of the Contracting Officer, 
may assume such obligations or any of them. 
In no event shall the aggregate of reim¬ 
bursement on account of the item (and of 
all payments previously made) together with 
the amount of any obligations assumed, ex¬ 
ceed the actual costs, as herein defined, ex¬ 
pended or incurred thereon up to the time 
of such elimination. The Contracting Officer 
may permit the Contractor to sell or retain 
at prices or on terms agreed to by the Gov¬ 
ernment any materials, supplies, or work in 
process and the proceeds of such sale, or such 
agreed prices, shall be paid or credited to the 
Government In such manner as the Con¬ 
tracting Officer may direct. Upon payment 
to the Contractor pursuant to this subpara¬ 
graph 2, title to all materials, supplies, work 
in process and other things for which pay¬ 
ment is made (except such property as may 
be sold or retained as above provided) will 
vest in the Government (if title thereto has 
not already vested in the Government). The 
Government will also become entitled to any 
rights under any commitment which it may 
assume, or for the settlement of which it 
shall have reimbursed the Contractor. 

(20) Disposition of facilities as set 
forth below: 

Disposition of facilities. Within thirty 
days after the effective date of a total or 
partial termination of this contract the 
Contractor shall account for all facilities 
with respect to which the Contract is ter¬ 
minated. Within ninety (90) days after the 
Contractor accounts for such facilities the 
Contracting Officer shall notify the Con¬ 
tractor as to the disposition of such facili¬ 
ties and the Contractor shall, as directed by 
the Contracting Officer, prepare, protect, re¬ 
move, or ship such facilities. Contractor 
shall be equitably reimbursed for expenses 
so incurred by an appropriate contractual 
instrument. If the v Contracting Officer fails 
to notify the Contractor as to disposition 
of the faculties within the ninety (90) day 
period, herein provided, the Contractor may, 
upon reasonable notice to the Government, 
remove and store elsewhere at Government 
risk and expense any of the terminated fa¬ 
cilities which may be located within the 
plant of the Contractor. The Government 
shall have a corresponding right, upon rea¬ 
sonable notice, to remove and place In stor¬ 
age for the account of the Contractor any 
property, title to which is not in the Gov¬ 
ernment which has not been removed from 
any Government-owned plant or building 
provided hereunder at the time of the sur¬ 
rendering of possession thereof. 

(21) Continuing plant clearance as set 
forth below: 

Continuing plant clearance, (a) Contract¬ 
or shall notify the Contracting Officer when¬ 
ever it is determined that any property pro¬ 
vided hereunder is excess to the require¬ 
ments of the using Government contracts or 
Is worn out, obsolete, damaged or otherwise 
unserviceable (whether or not under cir¬ 


cumstances rendering the Contractor liable 
therefor). Subsequent to receipt of such 
notice the parties hereto may by mutual 
agreement effect the disposition of such prop¬ 
erty without direct reimbursement by the 
Government for disposition costs (other than 
transportation costs from the plant wherein 
said items are located or the point nearest 
thereto that rail carrier service is available). 
In the event the parties are unable to agree 
upon such no-cost disposition the Contract¬ 
ing Officer may effect a partial termination 
of the contract with respect to such item, 
may effect other disposition thereof or may 
elect not to dispose of the items at that 
time. 

(b) The Government may but is not obli¬ 
gated to replace any items disposed of pur¬ 
suant to the provisions of paragraph (a) 
hereof. 

(c) With the approval of the Contracting 
Officer, the Contractor may purchase any un¬ 
serviceable property including scrap to be 
disposed of pursuant to the terms of this 
clause upon such terms and conditions as 
the Contracting Officer may approve. Pay¬ 
ments due for any such purchases shall be 
applied in reduction of any payments to be 
made by the Government to the Contractor 
under this contract, or shall be paid in such 
other manner as the Contracting Officer may 
direct. 

(22) Reservation of rights as set forth 
below: 

Reservation of rights. The failure of the 
Government to Insist in any one or more in¬ 
stances upon the performance of any of the 
terms, covenants or conditions of this agree¬ 
ment shall not be construed as a waiver or a 
relinquishment of the future performance of 
any such term, covenant or condition, but 
contractor’s obligation with respect to such 
future performance shall continue in full 
force and effect. 

(23) Davis-Bacon and Copeland Acts 
as set forth In §§ 411.405-1 and 411.504-1 
of this title. 

(24) Definitions as set forth in § 406 - 
103-1 of this title. 

(25) Assignment of claims as set forth 
in § 406.103-8 of this title. 

(26) Disputes as set forth in § 406.- 
103-12 of this title. 

(27) Notice and assistance as set forth 
in § 408.102 of this title. 

(28) Buy American Act as set forth in 
§ 406.103-14 of this title. 

- (29) Convict labor as set forth in 

5 411.203 of this tiUe. 

(30) Eight-Hour Law as set forth in 
§ 411.303 of this title. 

(31) Walsh-Healey Public Contract 
Act as set forth in § 411.604 of this title. 

(32) Nondiscrimination in employ¬ 
ment as set forth in 5 411-803 of this 
title. 

(33) Officials not to benefit as set forth 
in 5 406.103-19 of this title. 

(34) Covenant against contingent fees 
as set forth in I 406.103-20 of this title. 

(35) Patent indemnification of Gov¬ 
ernment by contractor as set forth in 
§ 408.105 of this title. 

(36) Reporting of royalties as set forth 
in § 408.103 of this title. 

(37) Notice to Government of labor 
disputes as set forth in § 406.105-3 of this 
title. 

(38) The contract clauses as set forth 
In § 406.104 of this title (not otherwise 
mentioned in this part) and Part 408 of 
this title will be used in accordance with 
instructions contained in said section 
and part. The clauses set forth in 
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§§ 406.105-5. 406.105-7 and 408.106 of 
this title will be used where necessary or 
desirable to cover the subject matter 
contained in such clauses. 

(39) Gratuities as set forth in § 406.- 

104- 16 of this title. 

(40) Examination of records as set 
forth in § 406.104-15 of this title. 

(41) Ceiling prices as set forth in 
§ 406.103-22 of this title. 

(42) Approval as set forth in § 406.- 

105- 2 of this title will be used in ac¬ 
cordance with instructions contained in 
subparagraph (2) of § 1006.102 (b). 

(43) Alterations as set forth in 
§406.105-1 of this title will be used in 
accordance with instructions contained 
in subparagraph (18) of § 1006.102 (b). 

SUBPART J—LETTER CONTRACTS 

§ 1006.1001 Scope of subpart. This 
subpart sets forth the authorized and 
required clauses for use in letter con¬ 
tracts. s 

§ 1006.1002 Contract clauses for let¬ 
ter contracts contemplating fixed-price 
definitive contracts. (a) All letter 
contracts issued which contemplate is¬ 
suance of a fixed-price contract will 
consist of the following clauses in the 
following sequence: 

(1) “An order is hereby placed with 
you for the furnishing to the Govern¬ 
ment of the supplies or services set forth 
in Exhibit ‘A* attached hereto and here¬ 
by made a part hereof.” 

(2) “Except as otherwise expressly pro¬ 
vided herein, you are directed, upon your 
acceptance of this order, to proceed im¬ 
mediately to procure the necessary ma¬ 
terials, and to commence the manufac¬ 
ture of the supplies or performance of 
the services called for herein, and to 
pursue such work with all diligence to 
the end that the supplies may be deliv¬ 
ered or services perf ormed at the earliest 
practicable date.” 

(3) “All applicable clauses (other than 
any termination clause) now required 
by Federal Law. Executive Order, or ap¬ 
plicable Procurement Regulations to be 
included in contracts for supplies or serv¬ 
ices of the kind herein described are in¬ 
corporated hereby by reference.” 

(4) “By your acceptance hereof, you 

undertake without delay to enter into 
negotiations with the Department of the 
Air Force looking to the execution of a 
definitive contract which will include all 
applicable clauses then required by Fed¬ 
eral Law, Executive Order and applicable 
Procurement Regulations to be included 
in contracts for supplies or services of 
the kind herein described. The defini¬ 
tive contract will also contain a detailed 
delivery schedule and prices, terms and 
conditions as agreed to by the parties 
which may or may not be at variance 
with the provisions of this order. It is 
expected that such definitive contract 
will be placed with you prior to_” 

(5) “You are not authorized to expend 

or obligate, in furtherance of your per¬ 
formance hereunder, more than $_ 

-in the aggregate. Pending the 

execution of a definitive contract, each 
expenditure, order, subcontract or com¬ 
mitment made by you in furtherance of 
your performance hereunder, if for an 
amount that shall exceed either five per 


centum of the amount last above stated 
or $25,000.00, whichever is less, for tools, 
dies, jigs, fixtures, materials, supplies, 
parts, equipment, engineering assistance 
or reproduction or other license rights 
will be subject to written approval of the 
Contracting Officer. No contract, re¬ 
gardless of the amount thereof, shall be 
made by you with any other party for 
furnishing any of the completed or sub¬ 
stantially completed articles, spare parts 
or work herein called for, without the 
written approval of the Contracting Of¬ 
ficer as to sources. 

(6) Government property as set forth 
below: 

Government property. It is anticipated 
that the definitive contract referred to In 
paragraph 4 hereof, will contain the pro¬ 
visions of paragraph 13-502 of The Armed 
Services Procurement Regulation. The pro¬ 
visions of said paragraph shaU also be appli¬ 
cable to this letter contract except that ref¬ 
erences therein to adjustments In pricing and 
delivery schedule shall be Inapplicable and, 
in lieu thereof, any adjustments in amounts 
finally payable to the Contractor or time of 
performance required by the terms of such 
clause shall be made either at the time of 
settlement of Contractor’s termination claim, 
or taken into account at the time of execu¬ 
tion of the definitive contract contemplated 
hereby. 

Note: Provisions of the reference “para¬ 
graph 13-502 of the Armed Services Procure¬ 
ment Regulation" in a foregoing clause are 
contained in § 412.502 of this title. 

(7) Progress payments as set forth 
below: 

Progress payments. After your accept¬ 
ance hereof, this contract may be amended 
to include provision for progress payment, 
and thereafter progress payments. In ac¬ 
cordance with regulations from time to time 
applicable, may be made to you upon your 
application to the Contracting Officer, Head¬ 
quarters, Air Materiel Command. 

(8) Termination as set forth below: 

Termination, (a) In case a definitive con¬ 
tract is not executed by the date specified in 
paragraph 4 hereof (or any subsequent date 
at any time mutually agreed upon) because 
of the inability of the parties to agree upon 
a definitive contract, this order will termi¬ 
nate automatically on the stated date or 
such subsequent date, as the case may be, 
and a Notice of Termination, effective on 
the date of automatic termination, shall be 
delivered to you. 

(b) The performance of work under this 
order may be terminated by the Government 
in accordance with this clause In whole, or 
from time to time in part, whenever the Con¬ 
tracting Officer shall determine that such 
termination is In the best interests of the 
Government. Any such termination shall be 
effected by delivery to you of a Notice of 
Termination specifying the extent to which 
performance of work under this order is 
terminated, and the date upon which such 
termination becomes effective. 

(c) After receipt of a Notice of Termina¬ 
tion, and except as otherwise directed by the 
Contracting Officer, you shall (1) stop work 
under this order on the date and to the ex¬ 
tent specified in the Notice of Termination; 
(2) place no further orders or subcontracts 
for materials, services or facilities except as 
may be necessary for completion of such 
portion of the work under this order as is 
not terminated: (3) terminate all orders and 
subcontracts to the extent that they relate 
to the performance of work terminated by 
the Notice of Termination; (4) assign to the 
Government, in the manner, at the times, 
and to the extent directed by the Contract¬ 


ing Officer, all of the right, title and interest 
of the Contractor under the orders or sub¬ 
contracts so terminated; (5) settle all out¬ 
standing liabilities and all claims arising out 
of such termination of orders and subcon¬ 
tracts with the approval or ratification of 
the Contracting Officer to the extent he may 
require which approval or ratification shall 
be final for all purposes of this clause; (6) 
transfer title and deliver to the Government, 
in the manner, at the times and to the extent 
if any. directed by the Contracting Officer, 
deliver to the Government (1) the fabricated 
or unfabricated parts, work in process, com¬ 
pleted work, supplies, and other materiel 
produced as a port of, or acquired in respect 
of the performance of, the work terminated 
by the Notice of Termination. (U) the com¬ 
pleted or partially completed plans, draw¬ 
ings. information and other property which, 
if this order had been completed, would be 
required to be furnished to the Govern¬ 
ment; (7) use your best efforts to sell in the 
manner, at the times, to the extent, and at 
the price or prices directed or authorized by 
the Contracting Officer, any property of the 
types referred to in provision (6) of this 
paragraph, provided, however, that the Con¬ 
tractor (i) shall not be required to extend 
credit to any purchaser, and (ii) may ac¬ 
quire any such property under the condi¬ 
tions prescribed by and at a price or prices 
approved by the Contracting Officer; and, 
provided further, that the proceeds of any 
6uch transfer or disposition shall be applied 
in reduction of any payments to be made 
by the Government to the Contractor under 
this order or shall otherwise be credited to 
the price or cost of work covered by this 
order or paid in such other manner as the 
Contracting Officer may direct; (8) complete 
performance of such part of the work as 
shall not have been terminated by the Notice 
of Termination; and (9) take such action 
as may be necessary or as the Contracting 
Officer may direct, for the protection and 
preservation of the property related to this 
order which is in the possession of the Con¬ 
tractor and in which the Government has 
or may acquire an Interest. At any time after 
expiration of the plant clearance period, as 
defined in Section VIII, Armed Services Pro¬ 
curement Regulation, as it may be amended 
from time to time, the Contractor may sub¬ 
mit to the Contracting Officer a list, certified 
as to quantity and quality, of any or all 
items of termination inventory not pre¬ 
viously disposed of, exclusive of items the 
disposition of which has been directed or 
authorized by the Contracting Officer, and 
may request the Government to remove such 
items or enter into a storage agreement cov¬ 
ering them. Not latex than fifteen (15) days 
thereafter, the Government will accept title 
to such items and remove them or enter 
into a storage agreement covering the same; 
provided that the list submitted shall be 
subject to verification by the Contracting 
Officer upon removal of the items, or if the 
items are‘stored, within forty-five (45) days 
from the date of submission of the list, and 
any necessary adjustment to correct the list 
as submitted shall be made prior to final 
settlement. 

(d) After receipt of a Notice of Termina¬ 
tion the Contractor shall submit to the Con¬ 
tracting Officer its termination claim in the 
form and with the certification prescribed 
by the Contracting Officer. Such claim 
shall be submitted promptly but in no event 
later than two years from the effective date 
of termination, unless one or more exten¬ 
sions " in writing are granted by the 
Contracting Officer upon request of the Con¬ 
tractor made in writing within such two- 
year period or authorized extension thereof. 
However, if ,the Contracting Officer deter¬ 
mines that the facts Justify such action, he 
may receive and act upon any such termi¬ 
nation claim at any time after such two- 
year period or any extension thereof. Upon 
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failure of the Contractor to sxibmit a termi¬ 
nation claim within the time allowed, the 
Contracting Officer may determine, on the 
basis of information available to him, the 
amount, if any, due the Contractor by rea¬ 
son of the termination, and shall thereupon 
pay to the Contractor the amount so deter¬ 
mined. 

(e) Subject to the provision of paragraph 
(d) hereof, the Contractor and the Contract¬ 
ing Officer may agree upon the whole or any 
part of the amount or amounts to be paid 
to the Contractor by reason of the total or 
partial termination of work pursuant to this 
clause. In the event of any termination 
pursuant to paragraph (a) hereof, such 
amount or amounts shall not include any 
allowance for profit or fee. In the event of 
any termination pursuant to paragraph (b) 
hereof, such amount or amounts may in¬ 
clude a reasonable allowance for profit or 
fee. but only on work actually done in con¬ 
nection with the terminated portion of this 
order. Any such amount shall not exceed 
the amount set forth in paragraph 5 hereof. 
Any such agreement shall be embodied in 
an amendment to this order and the Con¬ 
tractor shall be pald.the agreed amount. 

(f) If the Contractor and the Contracting 
Officer are not able to agree in whole or in 
part, as provided in paragraph (e) hereof, 
as to the amount or amounts to be paid to 
the Contractor in connection with the term¬ 
ination of work pursuant to this clause, the 
Government, but without duplication of any 
amounts agreed upon in accordance with 
the above-cited paragraph (e), shall pay to 
the Contractor an amount determined in 
accordance with the applicable cost princi¬ 
ples of the Armed Services Procurement Reg¬ 
ulation. In the event of the termination of 
this order pursuant to paragraph (a) hereof, 
no allowance for fee or profit shall be in¬ 
cluded in the amount to be paid the Con¬ 
tractor. 

(g) The Contractor shall have the right of 
appeal, under the clause entitled “Disputes," 
incorporated in this order by reference, from 
any determination made by the Contracting 
Officer under paragraph (d) or (f) above 
(including any dispute as to whether term¬ 
ination has in fact taken place pursuant to 
paragraph (a) hereof), except that if the 
Contractor has failed to submit a claim 
within the time provided in paragraph (d) 
hereof and has failed to request extension 
of such time, the Contractor shall have no 
such right of appeal. In any case where the 
Contracting Officer has made a determina¬ 
tion of the amount due under paragraph 
(d) or (f) above, the Government shall pay 
to the Contractor the following: (i) if there 
is no right of appeal hereunder or if no 
timely appeal has been taken, the amount so 
determined by the Contracting Officer, or 
(il) if an appeal has been taken, the amount 
finally determined on such appeal. 

(h) In arriving at the amount due to the 
Contractor under this clause there shall be 
deducted (1) all unliquidated advance or 
other tin liquidated payments theretofore 
made to the Contractor, (2) any claim which 
tly Government may have against the Con¬ 
tractor in connection with this contract, and 
(3) the agreed price for, or the proceeds of 
sale of, any materials, supplies or other 
things acquired by the Contractor or sold 
pursuant to the provisions of this clause and 
not otherwise recovered by or credited to the 
Government. 

(i) The Government may from time to 
time, under such terms and conditions as it 
may prescribe, make partial payments and 
payments on account against costs incurred 
by the Contractor in connection with the 
terminated portion of the contract whenever 
in the opinion of the Contracting Officer the 
aggregate of such payments shall be within 
the amount to which the Contractor will be 
entitled hereurider. If the total of such 
payments is in excess of the amount finally 
agreed or determined to be under this clause. 
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such excess shall be payable by the Contrac¬ 
tor to the Government upon demand, to¬ 
gether with interest computed at the rate of 
6 percent per annum, for the period from 
the date such excess payment is received by 
the Contractor to the date on which such 
excess is repaid to the Government; provided, 
however, that no interest shall be charged 
with respect to any such excess payment at¬ 
tributed to a reduction in the Contractor’s 
claim by reason of retention or other dispo¬ 
sition of termination inventory until ten days 
after the date of such retention or dispo¬ 
sition. 

(J) Unless otherwise provided in this con¬ 
tract or by applicable statute, the Contrac¬ 
tor, from the effective date of termination 
and for a period of five years after final set¬ 
tlement under this order, shall preserve and 
make available to the Government, at all rea¬ 
sonable times at the office of the Contractor 
without direct charge to the Government, all 
books, records, documents, and other evi¬ 
dence bearing on the cost and expenses un¬ 
der this order and relating to the work termi¬ 
nated. or, to the extent approved by the 
Contracting Officer, photographs, micro- 
photographs. or other authentic reproduc¬ 
tions thereof. 

Note: Provisions of the reference “Section 
vm. Armed Services Procurement Regula¬ 
tion” in a foregoing clause are contained in 
Part 407 of this title. 

(9) “The Contractor’s acceptance of 

this order will be indicated by affixing 
the Contractor’s signature to this letter 
and two copies thereof and returning the 
executed original and the copy thereof 
stamped “Official Copy” to the Contract¬ 
ing Officer not later than-- 

Such acceptance will constitute this or¬ 
der a contract on the terms set forth 
herein.” 

(10) “Inspection. The Contractor 
shall provide an acceptable and com¬ 
plete system covering the inspection of 
all materials, fabrication methods and 
finished parts. This system shall be ap¬ 
proved by the Government representa¬ 
tive who shall be assigned at the Con¬ 
tractor’s plant.” 

(11) The provisions of the contract 
clauses set forth in the following para¬ 
graphs of the Armed Services Procure¬ 
ment Regulation are hereby incorporated 
into this letter contract by reference: 

Note: Insert appropriate paragraphs of 
part 408 of this title. * 

(12) Assignment of claims as set forth 
in § 406.103-8 of this title. 

§ 1006.1003. Contract clauses for letter 
contracts contemplating CPFF definitive 
contracts . (a) All letter contracts issued 
which contemplate issuance of a cost- 
plus-a-fixed-fee contract will consist of 
the following clauses in the following 
sequence: 

(1) Provisions as set forth in subpara¬ 
graph (1) of § 1006.1002 (a). 

(2) Provisions as set forth in subpara¬ 
graph (2) of § 1006.1002 (a). 

(3) Provisions as set forth in subpara¬ 
graph (3) of § 1006-1002 (a). 

(4) Provisions as set forth in subpara¬ 
graph (4) of § 1006.1002 (a). 

(5) “You are not authorized to expend 

or obligate, in furtherance of your per¬ 
formance hereunder, more than $_ 

in the aggregate. Pending the execu¬ 
tion of a definitive contract the Con¬ 
tractor shall give advance notification to 
the Contracting Officer of any proposed 
subcontract or purchase order hereunder 


which is either (a) on a cost-plus-fixed- 
fee basis or (b) on a fixed-price basis 
exceeding in dollar amount either $25,- 
000 or five per centum of the amount au¬ 
thorized to be expended hereunder. 
Pending the execution of a definitive con¬ 
tract, each expenditure, order, subcon¬ 
tract or commitment made by you in 
furtherance of your performance here¬ 
under, if for an amount that shall exceed 
the lesser of the amounts specified in 
(b) above, for tools, dies, jigs, fixtures, 
materials, supplies, parts, equipment, en¬ 
gineering assistance or reproduction or 
other license rights will be subject to 
written approval of the Contracting Of¬ 
ficer. No contract, regardless of the 
amount thereof, shall be made by you 
with any other party for furnishing any 
of the completed or substantially com¬ 
pleted articles, spare parts or work here¬ 
in called for, without the written ap¬ 
proval of the Contracting Officer as to 
sources.” 

(6) Government property as set forth 

below: • 

Government property. It is anticipated 
that the definitive contract referred to in 
paragraph 4 hereof, will contain the provi¬ 
sions of paragraph 13-503 of The Armed 
Services Procurement Regulation. The pro¬ 
visions of said paragraph shall also be ap¬ 
plicable to this letter contract except that 
references therein to adjustments In pric¬ 
ing and delivery schedule shall be inappli¬ 
cable and, in lieu thereof, any adjustments 
in amounts finally payable to the Contrac¬ 
tor or time of performance required by the 
terms of such clause shall be made either at 
the time of settlement of Contractor’s termi¬ 
nation claim, or taken into account at the 
time of execution of the definitive contract 
contemplated hereby. 

Note: Provisions of the reference “para¬ 
graph 13-503 of the Armed Services Pro¬ 
curement Regulation” in the foregoing 
clause are contained in S 412.503 of this title. 

(7) Progress payments as set forth in 
subparagraph (7) of $ 1006.1002 (a). 

(8) Termination as set forth in sub- 
paragraph (8) of § 1006.1002 (a). 

(9) Provisions as set forth in subpara¬ 
graph (9) of § 1006.1002 (a). 

(10) Provisions as set forth in sub- 
paragraph (10) of § 1006.1002 (a). 

(11) Provisions as set forth in sub- 
paragraph (11) of § 1006.1002 (a). 

(12) Provisions as set forth in sub- 
paragraph (12) of § 1006.1002 (a). 

SUBPART K—COST REIMBURSEMENT 
CONTRACTS 

§ 1006.1101 Scope of subpart. This 
subpart sets forth the required and au¬ 
thorized clauses for use in cost reim¬ 
bursement contracts, where no fee or 
profit is involved, for research and devel¬ 
opment with educational or other non¬ 
profit institutions. 

§ 1006.1102 Contract clauses, (a) All 
cost reimbursement contracts entered 
into with educational and other non¬ 
profit institutions for research and de¬ 
velopment will consist of the following 
clauses in the following sequence: 

(1) Definitions as set forth in 
5 406.103-1 of this title. 

(2) Inspection as set forth below: 

Inspection. The Contracting Officer or any 
Government personnel designated by hini 
may inspect the work hereunder at ail rea¬ 
sonable times. 
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(3) Reimbursement for costs as set 
forth below: 

Reimbursement for costs, (a) The Gov¬ 
ernment wUl reimburse the Contractor on 
submission of public vouchers for its costs 
and expenses reasonably incurred In the per¬ 
formance of its undertakings hereunder in 
an amount specified in the Schedule. Such 
vouchers shall be approved or ratified by the 
Contracting Officer and shall be supported by 
such evidence of payment as may be re¬ 
quired by the Contracting Officer. The Con¬ 
tractor may submit vouchers at monthly 
intervals, for costs incurred and not previ¬ 
ously reimbursed. The Contracting Officer 
may withhold all or any pfirt of the final re¬ 
imbursement payment until receipt of the 
final report, the property accounting and 
the patent disclosure and designation re¬ 
quired hereunder. Ail vouchers submitted 
shall indicate, with respect to each class of 
items listed by the Contractor thereon, the 
particular subparagraph of paragraph (b) 
below under which reimbursement is claimed 
and shall be itemized and supported by ap¬ 
propriate substantiating documents as re¬ 
quired by the Contracting Officer. 

(b) For the purpose of determining the 
amounts payable to the Contractor under 
tills contract, allowable items of cost will be 
determined by the Contracting Officer in ac¬ 
cordance with Part 8 of Section XV of the 
Armed Services Procurement Regulation, it 
being understood and agreed without limit¬ 
ing the generality of the foregoing that the 
following shall be considered as allowable 
items of cost hereunder when incurred or 
paid by the Contractor and when necessary 
and required and used for the performance 
of the work hereunder: 

(1) Salaries and xoages. Expenditures by 
the Contractor for the salaries and wages of 
its personnel and borrowed personnel directly 
engaged in the performance of the work here¬ 
under and properly allocable thereto includ¬ 
ing salaries and wages for vacation and sick 
leave pay of Its personnel pursuant to the 
established practice of the Contractor, plus 
Federal and State Social Security taxes and 
paid by Contractor thereon and properly 
allocable to such salaries and wages: Pro- 
tided, however , That the premium portion of 
overtime wage payments shall be an allow¬ 
able item of cost hereunder only if and to 
the extent that the overtime work for which 
such payments are made shall have been 
expressly authorized in writing by the 
Contracting Officer. 

(2) Materials and services. Expenditures 
by the Contractor for such materials, sup¬ 
plies, apparatus, tooling, equipment and 
other articles (including processing and test¬ 
ing thereof by others and rental of apparatus 
and equipment from others, properly 
allocable to performance of the work here¬ 
under, and for the services of others not 
reimbursed under subparagraph (1), as are 
necessary for performance of its undertak¬ 
ings hereunder. 

(3) Communication and shipping. Ex¬ 
penditures by the Contractor necessary for 
performance of its undertakings hereunder 
for long distance telephone calls, telegrams, 
cablegrams, radiograms, postage, freight, ex¬ 
press. and drayage. 

(4) Travel. Expenditures by the Con¬ 
tractor for the transportation of the persons 
directly engaged in the performance of the 
work hereunder, and such reasonable actual 
subsistence expenses in an amount not ex¬ 
ceeding $10.00 per person per day, of such 
persons incurred during periods of travel or, 
at the Contractor's option, an allowance, in 
lieu of actual subsistence expenses of such 
persons, not exceeding (i) $8.00 per person 
for each calendar day or fraction thereof 
during the period of travel within the conti¬ 
nental limits of the United States, and (ii) an 
amount to be agreed upon between the Con¬ 
tractor and the Contracting Officer per person 


for each calendar day or fraction thereof 
during the period of foreign travel outside 
the continental limits of the United States: 
Provided , That all such foreign travel shall 
be limited to persons directly engaged in the 
performance of the work hereunder and shall 
be authorized or approved in writing by the 
Contracting Officer: Provided further , That 
expenses for transportation hereunder by mo¬ 
tor vehicle other than common carrier or 
rented automobile shall be reimbursed on an 
actual cost basis, or, at the Contractor's op¬ 
tion. on a mileage basis at a rate not exceed¬ 
ing seven (7) cents per mile per vehicle. In 
lieu of the actual expenses of such transpor¬ 
tation. 

(5) Subcontracts. Expenditures by the 
Contractor representing payments to subcon¬ 
tractors performing any research or develop¬ 
ment hereunder. 

(6) Govern men t -owned or rented equip¬ 
ment. Expenditures by the Contractor here¬ 
under for protection and maintenance of 
Government-owned or of rented equipment. 

(7) Rearrangement or relocation. Expen¬ 
ditures by the Contractor for rearrangement 
or relocation of facilities or plant sites or 
for restoring such facilities or plant sites to 
substantially the same condition as prior to 
such rearrangement or relocation: Proirtded, 
however, That in the event the Contractor 
elects to retain the benefit of such rearrange¬ 
ment or relocation the Contractor shall re¬ 
turn to or credit the Government with the 
portion of the reimbursement by the Govern¬ 
ment for its expenditure therefor determined 
by negotiation between the Contractor and 
the Contracting Officer to be fair and proper. 

(8) Either of the following clauses may be 
used: 

Overhead. Such amounts representing 
Contractor’s overhead costs as are equal to 
the percentage set forth In the Schedule of 
the amounts expended for actual and direct 
salaries and wages of personnel (but exclu¬ 
sive of premium paid for overtime hours 
worked by direct labor and exclusive of Fed¬ 
eral and State Social Security taxes) allowed 
as items of cost under this clause. It having 
been determined by the Contracting Officer 
that, for the purpose of this contract the 
foregoing computation is reasonable and that 
amount so computed accurately reflect the 
overhead cost properly allocable to work per¬ 
formed under this contract* provided, how¬ 
ever, that such overhead percentage may be 
redetermined as soon as practicable after the 
end of the Contractor’s fiscal year and as 
soon as practicable at the end of each such 
fiscal year thereafter. 8uch revision of over¬ 
head percentages shall be applicable to the 
period of performance of the contract during 
the fiscal year In which BUch rede termination 
Is made or such period as the parties hereto 
may agree upon. Such rates 6hall be mu¬ 
tually agreeable to the parties hereto and 
shall be evidenced by a supplemental agree¬ 
ment to this contract. Any disputes which 
may arise hereunder shall be subject to the 
“Disputes” clause of this contract. 

Overhead. Such amounts representing 
Contractor's overhead.costs as are equal to 
the percentage set forth in the Schedule of 
the amounts expended for actual and direct 
salaries and wages of personnel (but exclu¬ 
sive of premium pay for overtime hours 
worked by direct labor and exclusive of Fed¬ 
eral and State Social Security taxes) allowed 
as Items of cost under this clause. It having 
been determined by the Contracting Officer 
that, for the purpose of this contract so com¬ 
puted accurately reflect the overhead costs 
properly allocable to work performed under 
this contract. 

(c) Contractor shall exercise due diligence 
to secure materials and services at the most 
advantageous prices available, having due 
regard to quality. 

(d) If reimbursement for the cost thereof 
will be claimed by the Contractor, the Con¬ 


tractor shall obtain the written approval of 
the Contracting Officer before (l) making 
any building alteration at a cost of $500.00 
or more, or (ii) entering Into any contract 
or Issuing any purchase order for an amount 
in excess of $500.00 for acquiring or install¬ 
ing, for the purpose of this contract, capital 
equipment, for rearranging plant facilities or 
for doing any construction work, or (111) 
procuring the use of apparatus or equipment 
by lease or other hiring Involving a total 
outlay by the Contractor of $500.00 or more. 
For the purpose of this paragraph, it Is 
agreed that capital equipment shall Include, 
but not be limited to, office furniture and 
fixtures and machine tools and any other 
items which the Contractor may consider 
nonexpendable. 

(e) As of the date of the execution of this 
contract there has been allotted for it the 

sum of__ This sum may be Increased 

from time to time by the Government solely 
in its discretion. Upon the making of any 
such increase the Contracting Officer shall 
notify the Contractor In writing of tho 
amount of such increase. Notwithstanding 
any other provisions of this contract, the 
Contractor shall not be bound to take any 
action In connection with the performance of 
this contract that would cause the amount 
for which the Government will be obligated 
hereunder to exceed the sum allotted for this 
contract, and the obligation of the Con¬ 
tractor to proceed with the performance of 
this contract shall be limited accordingly. 
If at any time the Contractor has reason to 
believe that the amount to be expended by 
it In the next succeeding thirty (30) daya 
when added to all previous expenditures, will 
exceed seventy-five percent (75%) of the 
sum allotted for this contract, It shall notify 
the Contracting Officer to that effect, giving 
a new estimate of Its total expenditures 
under this contract so that an appropriate 
increase may be made In the sum allotted for 
this contract. Anything In this contract to 
the contrary notwithstanding, the Govern¬ 
ment shall not be obligated to pay to the 
Contractor for reimbursement of expendi¬ 
tures or otherwise any amount In excess of 
the sum allotted for this contract: Provided, 
however, That if the Contractor makes any 
expenditures for which funds are not al¬ 
lotted, the Contracting Officer may ratify 
such expenditures when funds are allotted. 

Note: Provisions of the reference "Part 3 
of Section XV of the Armed Services Pro¬ 
curement Regulation” In a foregoing clause 
are contained in Subpart C, Part 414 of this 
title. 

(4) Assignment prohibited as set forth 
below: 

Assignment prohibited. Neither this con¬ 
tract, nor any Interest therein nor any claim 
arising hereunder, shall be transferred, or 
assigned by the Contractor to any other 
person. 

(5) Disputes as set forth in § 406.- 
103-12 of this title. 

(6) Notice and assistance as set forth 
in § 408.102 of this title. 

(7) Buy American Act as set forth 
in § 406.103-14 of this title. 

(8) Convict labor as set forth in § 411.- 
203 of this title. 

(0) Eight-Hour Law as set forth in 
§ 411.303 of this title. 

(10) Walsh-Healey Public Contracts 
Act as set forth in § 411.604 of this title. 

(11) Nondiscrimination in employ¬ 
ment as set forth in § 411.803 of this 
title. 

(12) Officials not to benefit as set forth 
in § 406.103-19 of this Utle. 

(13) Covenant against contingent fees 
as set forth in § 406.103-20 of this title. 
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(14) Termination as set forth below: 

Termination, (a) The performance of 
work under this contract may be terminated, 
In whole or from time to time in part, by the 
Government whenever for any reason the 
Contracting Officer shall determine any 
such termination is in the best interests of 
the Government. Termination of work here¬ 
under shall be effected by delivery to the 
Contractor of a Notice of Termination speci¬ 
fying the extent to which performance of 
work under the contract is terminated and 
the date upon which such termination be¬ 
comes effective. 

(b) After receipt of the Notice of Termina¬ 
tion the Contractor shall exercise all reason¬ 
able diligence to accomplish the cancellation 
of its outstanding commitments hereunder 
extending beyond the date of such termina¬ 
tion to the extent that they relate to the per¬ 
formance of any work terminated by the 
notice. The Contractor agrees to (1) assign 
to the Government in the manner at the 
time, and to the extent directed by the Con- 
ractlng Officer, ail of the right, title, and 
interest of the Contractor under the orders 
and subcontracts so terminated: and (2) 
transfer title (to the extent that the title has 
not already been transferred) and deliver to 
the Government, as may be directed by the 
Contracting Officer. (1) any property, work 
in process, completed work, supplies, and 
other material, produced as a part of, or 
acquired in connection with the performance 
of the work terminated by the Notice of 
Termination; and (ii) the completed or par¬ 
tially completed plans, drawings, information 
and other property which, if the contract 
had been completed, would have been re¬ 
quired to be furnished to the Government. 

(c) The Contractor shall submit its ter¬ 
mination claim to the Contracting Officer 
promptly, after receipt of a Notice of Ter¬ 
mination, but in no event later than two 
years from the effective date thereof, un¬ 
less one or more extensions in writing are 
granted by the Contracting Officer upon 
written request of the Contractor within 
such two-year period or authorized exten¬ 
sion thereof. The Contractor Bhall submit 
its termination claim in the form and with 
certifications prescribed by the Contracting 
Officer. Upon failure of the Contractor to 
submit a termination claim within the time 
allowed the Contracting Officer shall deter¬ 
mine, on the basis of information available 
to him, the amount, if any due to the Con¬ 
tractor by reason of the termination. 

(d) Subject to the provisions of para¬ 
graph* (c) above, the Contractor and the 
Contracting Officer may agree upon the 
whole, or any part of the amount or 
amounts to be paid to the Contractor by 
reason of the termination under this clause, 
which amount or amounts may include any 
reasonable cancellation charges thereby in¬ 
curred by the Contractor and any reason¬ 
able loss upon outstanding commitments 
which it is unable to cancel: Provided , 
however. That in connection with any out¬ 
standing commitments which the Contrac¬ 
tor is unable to cancel, the Contractor shall 
exercise reasonable diligence to divert such 
commitments to its other activities and op¬ 
erations. Any such agreement shall be em¬ 
bodied in an amendment to this contract 
and the Contractor shall be paid the agreed 
amount. 

(e) Any property resulting from the termi¬ 
nation of the contract may, with the written 
approval of the Contracting Officer, be sold 
or acquired by the Contractor upon such 
terms, conditions and prices as may be ap¬ 
proved by the Contracting Officer. The pro¬ 
ceeds of any such disposition shall be applied 
in reduction of any payments to be made by 
the Government to the Contractor under this 
contract or shall otherwise be credited to 
the price or cost of work covered by this 
contract or paid in such other manner as the 
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Contracting Officer may direct. Pending 
final disposition of property arising from the 
termination, the Contractor agrees to take 
such action ns may be necessary, or as the 
Contracting Officer may direct, for the pro¬ 
tection and preservation of the property re¬ 
lated to this contract which is in the posses¬ 
sion of the Contractor and in which the 
Government has or may acquire an interest. 

(f) Any disputes which may arise hereun¬ 
der shall be subject to the “Disputes” clause 
of this contract. 

(15) Subcontracts as set forth below: 

Subcontracting, (a) No subcontracts exe¬ 
cuted hereunder shall provide for payment 
on a cost-plus-a-percentage-of-cost basis. 
The Contractor shall not enter into subcon¬ 
tracts involving research or development of 
the kind contemplated by this contract with¬ 
out obtaining the written approval of the 
Contracting Officer. The Contractor shall 
refer each prospective subcontract which 
might involve such research or development 
to the Contracting Officer, who shall deter¬ 
mine whether or not such research or devel¬ 
opment is involved. 

(b) Without limiting in any way the effect 
of clause 3 (d) hereof, or the foregoing pro¬ 
visions of this clause, the Contractor shall 
give advance notification to the Contracting 
Officer of any proposed subcontract or pur¬ 
chase order hereunder which is either (1) 
on a cost or cost-plus-a-fixed-fee basis, or 
(ii) on a fixed-price basis exceeding In dollar 
amount either $25,000 or 5 per centum of 
the total estimated cost of this contract; and 
no such subcontract or purchase order shall 
be placed without the prior approval of the 
Contracting Officer. 

(16) Military security requirements as 
set forth in § 406.104-12 of this title. 

(17) Government property as set forth 
in § 412.503 of this title and subpara¬ 
graph (20) of § 1006.202 (a). 

(18) Accounting records as set forth 
below: 

Accounting records, (a) The Contractor 
agrees that its books and records and its 
plant, or such parts thereof as may be 
engaged in the performance of this contract, 
shall at all reasonable times be subject to 
inspection and audit by any authorized rep¬ 
resentative of the department. 

(b) The Contractor shall cause a like pro¬ 
vision to be Included in all subcontracts 
hereunder. 

(c) The method of accounting used by the 
Contractor shall be subject to the approval 
of the Contracting Officer but no material 
change will be made in the Contractor's 
method if it conforms to good accounting 
practice and the costs are readily ascertain¬ 
able therefrom. The Contractor shall pre¬ 
serve all books, papers and other accounting 
records pertaining to work under this con¬ 
tract for a period of at least three years after 
completion or cessation of said work and if 
the Contractor at any time after such three - 
year period has expired desires to dispose of 
said books, papers and accounting records, 
he shall before doing so, unless applicable 
statutes otherwise direct, notify and request 
permission from the Contracting Officer, who 
shall either authorize their destruction or 
notify the Contractor to turn them over to 
the Government. 

(19) Insurance as set forth in sub- 
paragraph (31) of 5 1006.202 (a). 

(20) Gratuities as set forth in § 406.- 
104-16 of this title. 

(21) Examination of records as set 
forth in § 406.104-15 of this title. 

(22) Ceiling prices as set forth in 
§ 406.103-22 of this title. 

(23> The contract clauses as set forth 
in § 406.104 of this title (not otherwise 


mentioned in this part) and Part 408 of 
this title will be used in accordance with 
instructions contained in said section 
and part. The clauses set forth in 
§§ 406.105-5, 406.105-7 and 408.106 of 
this title will be used where necessary 
or desirable to cover the subject matter 
contained in such clauses. 

(24) Alterations as set forth in 
§ 406.105-1 of this title will be used in 
accordance with instructions set forth 
in subparagraph (18) of § 1006.102 (b). 

(25) Contractual contents as set forth 
in subparagraph (19) of § 1006.102 (b). 

(26) Approval as set forth in 
§ 406.105-2 of this title will be used in 
accordance with the instructions con¬ 
tained in subparagraph (20) of § 1006.- 
102 (b). 

SUBPART L—TUITION CONTRACTS 

§ 1006.1201 Scope of subpart. This 
subpart sets forth the required and au¬ 
thorized clauses for use in contracts for 
the furnishing of instruction to Govern¬ 
ment personnel or the dependents of 
Government personnel. 

Note: This subpart does not include 
clauses or the form of contract for the train¬ 
ing of pilots or mechanics. 

5 1006.1202 Contract clauses, (a) All 
contracts for the instruction of military 
personnel of the United States Air Force 
at civilian colleges and universities will 
include the following clauses in the fol¬ 
lowing sequence: 

(1) Definitions as set forth in 
§ 406.103-1 of this title. The following 
paragraph will be included in the said 
clause: 

In addition, the foUowlng terms and defi¬ 
nitions shaU govern for the purposes of this 
contract: 

•'Course”—A series of lectures and/or in¬ 
structions and/or laboratory periods re¬ 
lating to one particular field of science or 
learning. 

•'Curriculum”—The course as selected by 
one student for his course of instruc¬ 
tion. 

(2) Inspection as set forth below: 

Inspection. The Contractor agrees to per¬ 
mit the Contracting Officer or his duly au¬ 
thorized representative to make inspections 
of the school facilities and courses offered at 
any time. 

(3) Consideration, payment, and in¬ 
voices as set forth below: 

Consideration, payment, and invoices. (a) 
The Government will pay to the Contractor 
as compensation, the cost of the course of 
instruction of each student as set forth in 
the Order covering his enrollment, which cost 
will in no event be a greater amount than 
charged for other students pursuing the 
same or similar curriculum. 

(b) The Government will pay the compen¬ 
sation stated in paragraph (a) above, in 

advance as authorized by_—-- 

as follows: 

(1) For the first semester In which the 
student is enrolled, upon the receipt from 
the Contracting Officer of approval copy of 
Order as provided in clause 12 hereof, the 
Contractor will submit to the Contracting 
Officer a voucher, attaching the Order or 
Orders covered thereby, In quintuplicate for 
preaudit and forwarding through channels 
to the Finance Officer Indicated on the cover 
page of this contract. Vouchers shall have 
the following certificate placed thereon and 
shall be signed by such representative or 
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representatives of the Contractor as shall be 
authorized by the Contractor: 

“I certify that the above bill Is correct 
and Just; that payment therefor has not 
been received." 

(2) As to subsequent semesters, the Con¬ 
tractor will submit invoices as provided in 
(1) above, after the student has been en¬ 
rolled for that semester. 

(c) Payment on any such invoice will be 
deemed to be in complete discharge of the 
Government’s obligation under this contract 
relative to the student(s) named thereon, 
to the extent of the semester or period of in¬ 
struction covered by such Invoice. 

(4) Disputes as set forth in § 406.103- 
12 of this title. 

<5) Convict Labor Law as set forth in 
§ 411.203 of this title. 

(6) Eight-Hour Law as set forth in 
§ 411.303 of this title. 

(7) Nondiscrimination in employment 
as set forth in § 411.803 of this title. 

(8) Officials not to benefit as set forth 
in § 406.103-19 of this title. 

(9) Covenant against contingent fees 
as set forth in § 406.103-20 of this title. 

(10) Termination as set forth below: 

Termination. (a) The performance of 
work under this contract may be terminated 
by the Government In accordance with this 
clause In whole, or from time to time in part, 
whenever, (i) the Contracting Officer shall 
determine that any such termination is for 
the best Interests of the Government, or (ii) 
the student voluntarily, or at the request of 
the Contractor withdraws from any course 
or courses. Whenever termination is effected 
pursuant to (1) above, the Contracting Officer 
shall deliver to the Contractor a Notice of 
Termination specifying the extent to which 
]>erformance of work under this contract 
shall be terminated and the effective date of 
such termination. Whenever termination is 
effected under (ii) above, the student after 
receiving approval of the Commanding Gen¬ 
eral. Air University shall notify the Con¬ 
tractor and the Contracting Officer of the 
effective date of his withdrawal and upon 
receipt by the Contractor of any such notice, 
it shall unless the Contracting Officer directs 
otherwise, discontinue all the work and ac¬ 
tivity specified by such notice at the time set 
forth therein. 

(b) In the event of termination in whole 
or in part, the Contractor shall be paid (1) 
all fees then due and owing and theretofore 
unpaid, and (ii) all accrued fees, in accord¬ 
ance with the established policies of the 
Contractor if termination is effected during 
any period of instruction. 

(11) Termination in the event of re¬ 
vised prices as set forth below: 

Termination in the event of revised prices. 
The consideration as set forth in each Order 
issued hereunder is based on the Contractor’s 
standard fees on the date of such Order. The 
Contractor shall have the right to change any 
or all fees for any succeeding semester after 
the first semester or period of Instruction 
upon written notice to the Government 
thirty (30) days prior to the commencement 
of such semester, but in no event to a greater 
amount than that charged for other students 
pursuing the same or similar course of in¬ 
struction. In the event of such notice, the 
Government shall have the option to accept 
or refuse the revised fee basis. If the Gov¬ 
ernment elects to refuse the revised fee basis, 
it may proceed to terminate the contract un¬ 
der the terms of clause 10 hereof. 

(12) Orders for instruction as set 
forth below: 

Orders for instruction, (a) Requests by 
the Government for instruction shall be made 
hy delivery to the Contractor of an Order to 
wds contract. 
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(b) Such Order shall cover one (1) student 
each; shall be presented in sextupllcate to 
the Contractor by such student at the time of 
matriculation; shall be completed by the 
Contractor (who may retain (1) copy for his 
file) to show the curriculum of the student 
and the cost thereof, and shall be forwarded 
in quintuplicate to the Contracting Officer 
for approval. Upon approval by the Con¬ 
tracting Officer, each Order shall be given an 
appropriate number, and a copy thereof, 
executed by the Contracting Officer, shall be 
returned to the Contractor. 

(c) All students accepted by the Contrac¬ 
tor shall be registered in the same manner 
as civilian students and shall be subject to 
the same academic regulations, and shall 
have tlie same privileges, including use of ail 
facilities and equipment normally furnished 
by the Contractor to all students. 

(d) In the event it is desired to amend an 
Order issued hereunder for any reason, an 
amended Order will be initiated by the Gov¬ 
ernment and forwarded to the Contractor for 
completion and signature, who shall then 
process the same in the same manner as an 
original. Such amended Order shall bear the 
same number as the original Order in addi¬ 
tion to the appropriate amendment number. 

(13) Textbooks, equipment, and sup¬ 
plies as set forth below’: 

Textbooks, equipment, and supplies . Un¬ 
less otherwise provided herein, all necessary 
textbooks, laboratory manuals, and other 
equipment which will be required for use by 
individual students will be procured by said 
students at their own expense. 

(14) Student supervision as set forth 
below: 

Student supervision. The Contracting Of¬ 
ficer may vary the curriculum as selected by 
the student but shall not require nor make 
any change In any course as offered by the 
Contractor without the Contractor’s consent. 

(15) Reports as set forth below: 

Reports. The Contractor shall submit to 
the Contracting Officer at the end of each 
term or semester and at such other times as 
the Contracting Officer may direct, a written 
report containing the progress and grades of 
each student and such other information as 
the Contracting Officer may require. 

(16) Gratuities as set forth in 
§ 406.104-16 of this title. 

(17) Examination of records as set 
forth in § 406.104-15 of this title. 

(18) Ceiling prices as set forth in 
§ 406.103-22 of this title. 

(19) Alterations as set forth in 
§ 406.105-1 of this title will be used in 
accordance with instructions contained 
in subparagraph (18) of § 1006.102 (b). 

(20) Contractual contents in ac¬ 
cordance with instructions contained in 
subparagraph (19) of § 1006.102 <b). 

(21) Approval as set forth in § 406.- 
105-2 of this title will be used in ac¬ 
cordance with instructions contained 
in subparagraph (20) of § 1006.102 (b). 

§ 1006.1203 Base residents, (a) All 
contracts for the tuition of dependents 
of military and civilian personnel resid¬ 
ing at the Department of the Air Force 
bases or installations will include the 
following clauses in the following se¬ 
quence : 

(1) Definitions as set forth in § 406.- 
103-1 of this title. 

(2) Inspection as set forth in sub- 
paragraph (2) of § 1006.1202 (a). 

(3) Consideration, payment, and in¬ 
voices as set forth below: 


Consideration, payment, and invoices. 
(a) The amount to be paid by the Govern¬ 
ment for services rendered hereunder shall 
be on a per-pupU basis as set forth herein - 
below and in accordance with the EnroU- 
ment Schedule attached hereto. 

(b) Air Force Regulation 34-10, dated 9 
June 1948, authorizes per-pupll payments 
up to. but not in excess of an amount equal 
to that of the full gross operating cost per 
pupil minus any and all grants, contribu¬ 
tions, or credit received from local, county, 
State and/or Federal sources other than fur¬ 
nished under this authority, which are ap¬ 
plicable to the eligible dependents enrolled 
in the School District, divided by the aver¬ 
age daily membership attendance. 

(c) The Contractor shall be paid at the 
end of each semester upon rendition of prop¬ 
erly certified invoices or vouchers, at the 
rate stipulated herein for each pupil en¬ 
rolled. less deductions, if any. 

(d) Invoices and certifications. Invoices 
shall be submitted In quadruplicate, the 
original of which shall be signed by such 
representative or representatives of the Con¬ 
tractor as shall be authorized by the Con¬ 
tractor, and which shall contain thereon the 
following certificate: 

"I certify that the charges stated herein 
are correct and Just and that payment there¬ 
for has not been received." 

Invoices shall be mailed to the attention of 
the office designated elsewhere herein for 
forwarding to the Finance Officer designated 
to make payment hereunder. 

(e) Payment hereunder shall not be made 
in advance of services rendered. 

(f) Payment for fractional part of month . 
Enrollment or attendance for any fractional 
part of a month shall be regarded as attend¬ 
ance for a full month, unless the annual 
school year session is terminated before the' 
end of a full month. 

(g) Additional enrollments or withdraw - 
als. Payment covering enrollment of addi¬ 
tional pupil(s), or withdrawal of enrolled 
pupil(s). during any part of the annual 
school year session shall be made and pro¬ 
rated on the basis of the period of services 
rendered, and at the rate and under the terms 
and conditions herein set forth. 

(4) Disputes as set forth in § 406.103- 
12 of this title. 

(5) Convict labor as set forth in § 411.- 
203 of this title, 

(6) Eight-Hour Law as set forth in 
§ 411.303 of this title. 

(7) Nondiscrimination in employment 
as set forth in § 411.803 of this title. 

(8) Officials not to benefit as set forth 
in § 406.103-19 of this title. 

(9) Covenant against contingent fees 
as set forth in § 406.103-20 of this title. 

(10) Termination for the convenience 
of the Government as set forth below: 

Termination. This contract shall be bind¬ 
ing until date of expiration, unless sooner 
terminated in whole or in part by the Con¬ 
tracting Officer giving notice of such termi¬ 
nation to the Contractor in writing 30 days 
prior to the date the contract will be so 
terminated. The Government shall be liable 
for payment only for services rendered prior 
to the date of termination but shall not bo 
liable for damages or losses suffered by the 
Contractor on account of such termination. 

(11) Gratuities as set forth in 
§ 406.104-16 of this title. 

(12) Examination of records as set 
forth in § 406.104-15 of this title. 

(13) Ceiling prices as set forth in 
§ 406.103-22 of this title. 

(14) The contract clauses as set forth 
in § 406.104 of this title (not otherwise 
mentioned in this part) and Part 400 of 
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this title will be used in accordance with 
instructions contained in said section 
and part. The clauses set forth in 
§§ 406.105-5, 406,105-7 and 408.106 of this 
title will be used where necessary or 
desirable to cover the subject matter 
contained in such clauses. 

(15) Alterations as set forth in 
§ 406.105-1 of this title will be used in 
accordance with instructions contained 
in subparagraph (18) of § 1006.102 (b). 

(16) Contractual contents in accord¬ 
ance with instructions set forth in sub- 
paragraph (19) of § 1006.102 (b) of this 
part. 

(17) Approval as set forth in 
§ 406.105-2 of this title will be used in 
accordance with instructions contained 
in subparagraph (20) of § 1006.102 (b). 

SUBPART M—SPECIAL CLAUSES 

§ 1006.1301* Scope of subpart. This 
subpart sets forth clauses authorized for 
use in connection with those prescribed 
heretofore. Circumstances for and limi¬ 
tations upon their use are also set forth 
in this subpart. 

§ 1006.1302 Furnishing of materials 
and supplies by the Government. The 
following clause may be inserted in the 
contracts set forth in §§ 1006.102 and 
1006.104. 

Furnishing of materials and supplies by 
the Government —(a) Government’s option. 
The Contracting Officer may at his option 
from time to time furnish the Contractor 
with materials and/or supplies not readily 
obtainable in the open market and which are 
required by the Contractor for the perform¬ 
ance of this contract. In such event, an 
equitable adjustment in the contract price 
shall be made as provided in clause 2 hereof. 

(b) Delivery and disposition thereof. In 
the event materials, supplies, equipment or 
other property are furnished by the Govern¬ 
ment to the Contractor under this contract, 
except such materials and/or supplies fur¬ 
nished under the terms of this clause, for 
Installation in the products and materials or 
other items called for hereunder, or for use 
in connection with the performance of this 
contract, said Government property shall be 
delivered to the Contractor f. o. b. cars or 
carrier’s equipment at the plant or plants of 
Contractor, or the point or points nearest 
thereto that rail carrier service is available, 
and any of such materials, supplies, equip¬ 
ment or other property not permanently in¬ 
stalled in the products and materials or other 
items called for hereunder, or properly ex¬ 
pended by the Contractor in the performance 
of this contract, shall unless otherwise pro¬ 
vided herein, be delivered by the Contractor 
to the Government f. o. b. cars or carrier’s 
equipment at Contractor's plant or at the 
point of points nearest thereto at which 
the shipment can be delivered into carrier’s 
possession, packed for domestic shipment. 

§ 1006.1303 Guaranty. When deemed 
necessary to the benefit of the Govern¬ 
ment, the following clause may be used 
in lieu of the clause entitled “Guaranty” 
in §§ 1006.202 and 1006.204. 

Guaranty, (a) The Contractor guarantees 
that the services hereunder will conform to 
the highest professional standards in the 
field, and that at the time of delivery thereof 
to the Government, the articles provided for 
in this contract will conform to the require¬ 
ments of this contract, and will be free from 
any defects in material and workmanship; 
subject, however, to the following paragraph 
(b). 
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(b) The final acceptance'of the supplies or 
work by the Government shall be conclusive 
except as regards (A) fraud or such gross 
mistakes as amount to fraud, or (B) any 
defects or failure to conform to contract 
requirements as to which the Government 
has notified the Contractor within six (6) 
months after the date of said acceptance. 

(c) TTie Contractor shall, whenever dis¬ 
covered by the Government and requested, 
remedy defects or failures to conform to con¬ 
tract requirements by correction or replace¬ 
ment. at no cost whatsoever to the Govern¬ 
ment, when said defects or failures are 
determined to have been occasioned by the 
reasons set forth in (A) of paragraph (b) 
preceding. 

(d) Subject to the time limitation set 
forth in paragraph (b) hereof, the Con¬ 
tractor shall remedy defects or failures to 
conform to contract requirements by cor¬ 
rection or replacement, when due to causes 
other than those enumerated in (A) of para¬ 
graph (b) hereof, and for performance 
thereof the Contractor shall be entitled to 
be reimbursed its costs in accordance with 
the clause hereof entitled “Reimbursement,” 
but no additional fee shall be payable in 
connection therewith. 

(e) The foregoing provisions shall be 
equally applicable to any work performed 
hereunder. 

Note: When the foregoing clause is used, 
the following revisions are to be made in 
the clause entitled “Inspection”; 

(a) The last sentence of paragraph (c) 
should be deleted. 

(b) Paragraph (e) should be deleted in its 
entirety. 

§ 1006.1304 Superseding specifica¬ 
tions. Any contract which requires that 
the Contractor comply with a Govern¬ 
ment specification may contain the fol¬ 
lowing clause: 

Superseding specifications. All references 
in any Government specification incorpo¬ 
rated herein to other Government specifica¬ 
tions shall be deemed to include all 
specifications supplementary to or super¬ 
seding the specifications so referred to, to the 
extent that such supplementary or super¬ 
seding specifications are in effect at the date 
of Contractor’s latest quotation, if the Con¬ 
tractor was furnished or otherwise notified 
of the existence of such supplementary or 
superseding specification at the time of said 
quotation. 

§ 1006.1305 Delay in delivery of data. 
Any fixed-price supplies contract which 
calls for the delivery of end items and 
also for technical data, such as hand¬ 
books, service manuals, or other infor¬ 
mation necessary for the proper main¬ 
tenance or servicing of the end item, 
may, if desired, include the following 
clause: 

It is understood that the efficient use by 
the Government of the supplies called for 
hereunder requires that the data called for 
hereunder be delivered not later than the 
time or respective times herein specified. 
If such data is not delivered at said time or 
times, the Government may at its election, 
so long as such data remains undelivered, un¬ 
less the delay in delivery thereof arises out 
of causes beyond the control and without the 
fault or negligence of the Contractor within 
the meaning of the clause hereof entitled 
“Default,” withhold payment to the Con¬ 
tractor for any of the supplies theretofore 
delivered to the Government, refuse approval 
of the Contractor's vouchers and refuse to 
accept further deliveries hereunder from the 
Contractor or take any other action author¬ 
ized by law or regulation now or hereafter in 
effect including termination of this contract 
for default to the extent and in the manner 


authorized by said clause, and may take any 
or all of the foregoing actions separately or 
In combination. 

§ 1006.1306 First article approval. 
Any fixed-price supplies contract, under 
which it is desired to require the Con¬ 
tractor to furnish first articles for in¬ 
spection and to refrain from producing 
additional articles until the first article 
has been approved, may include the 
following clause: 

Prior to production of the remainder of the 

articles called for under Item__ hereof, 

Contractor shall deliver, ail transportation 
costs prepaid, the first article called for In 
said Item to the address listed below for in¬ 
spection and approval. The said first article 
shall be delivered in accordance with the 
delivery schedule set forth herein. Said 
first article shall comply with the require¬ 
ments set forth in said Item and shall be 
subject to acceptance by the Government in 
accordance with said requirements. Pend¬ 
ing acceptance of said first article, the re¬ 
maining like articles called for shall not be 
fabricated and/or produced. If inspection 
reveals discrepancies which require change in 
specifications, such changes will be processed 
in accordance with the clause hereof entitled 
“Changes.” The first article shall be de¬ 
livered to the destination set forth in the 
Schedule. 

§ 1006.1307 Production sample tests. 
Any fixed-price supplies contract, under 
which it is desired to provide for produc¬ 
tion sample tests, may include the fol¬ 
lowing clause: 

Production sample tests. At the election 
of the Contracting Officer, whenever he 
deems it necessary in order to Insure that 
the levels of quality and performance are 
being maintained In accordance with estab¬ 
lished standards, he may require the Con¬ 
tractor to submit production samples of the 
articles being produced hereunder. Produc¬ 
tion sample tests shall be performed at the 
Contractor’s plant or at such other place as 
the Contracting Officer may designate. Con¬ 
tractor shall furnish, on request by the Con¬ 
tracting Officer, such personnel and facilities 
as may be required to conduct such tests. 
The Government shall not be liable for loss 
or destruction of, or damage to samples oc¬ 
curring during or Incident to tests. At the 
conclusion of tests, samples shall, if requested 
by the Contractor, be returned to the Con¬ 
tractor in their then condition and said 
samples may thereafter be submitted by the 
Contractor as contract items providing all 
worn, broken or defective parts and finishes 
are repaired or replaced by the Contractor. 
If production sample tests are to be per¬ 
formed at an Air Force base, transportation 
charges to and from such base shall be pre¬ 
paid by Contractor and samples shall be 
plainly marked “Production Samples, Con¬ 
tract No. (insert number of this contract).” 

§ 1006.1308 First article inspection. 
Any fixed-price supplies contract, under 
which it is desired to obtain submission 
of first articles for inspection, but that 
the Contractor continue production of 
remaining articles pending approval, 
may contain the following clause: 

In accordance with the delivery schedule 
set forth herein the Contractor Bhall submit 

the first article of Item_hereof to the 

Government for inspection from the first 
production of the equipment to be delivered 
under the terms of the contract to the (in¬ 
sert address of consignee). “For First 
Article Inspection and Acceptance”. The 
Contractor may continue to produce the 
balance of the articles to be delivered under 
the terms of the contract whUe the first ar- 
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tide Is undergoing inspection and tests. The 
Contractor shall be notified in writing by 
the Contracting Officer of the results of the 
tests on the first article. If the first article 
Is accepted, production shall continue with¬ 
out delay. If the first article is rejected, the 
Contractor shall make the necessary changes, 
as recommended by the Contracting Officer 
to bring the equipment within specification 
limits, at no additional cost to the Govern¬ 
ment and with a minimum delay in produc¬ 
tion. The correction shall be made on all 
production items prior to presentation to the 
Government inspector for inspection and ac¬ 
ceptance. Production of the articles to be 
delivered under the terms of the contract 
may continue while the sample parts and 
data to be submitted for test and approval 
under the applicable specification are being 
tested. The Contractor shall replace any re¬ 
jected parts with approved parts before pres¬ 
entation of the completed Items to the Gov¬ 
ernment inspector for inspection and 
acceptance. 

§ 1006.1309 Progress payments (75 
percent ). Any fixed-price suply or serv¬ 
ice contract, under which it is desired to 
make progress payments in an amount 
not to exceed 75 percent of the cost of 
tlie property, may include the following 
clause: 

Progress payments. Progress payments, 
which are hereby defined as payments prior 
to acceptance, on work in progress for the 
Government under this contract, may be 
made upon the following terms and 
conditions: 

(a) The Contracting Officer may, from 
time to time, authorize progress payments to 
the Contractor upon property acquired or 
produced and service performed by it for the 
performance of this contract: provided, that 
such progress payments shall not exceed 75 
percent of the cost to the Contractor of the 
property and services upon which payment is 
made, which costs shall be determined from 
evidence submitted by the Contractor and 
which must be such as is satisfactory to the 
Contracting Officer as being representative of 
the value of the work already performed, pro¬ 
vided further, that in no event shall the total 
of unliquidated progress payments (see (d) 
below) and of unliquidated advance pay¬ 
ments, if any. made under this contract, ex¬ 
ceed 80 percent of the total contract price of 
supplies or services still to be delivered. 

(b) Upon the making of any progress pay¬ 
ment under this contract, title to all parts, 
materials, inventories, work in process and 
nondurable tools theretofore acquired or pro¬ 
duced by the Contractor for the performance 
of this contract, and properly chargeable 
thereto under sound accounting practice, 
shall forthwith vest in the Government: and 
title to all like property thereafter acquired 
or produced by the Contractor for the per¬ 
formance of this contract and properly 
chargeable thereto as aforesaid shall vest in 
the Government forthwith upon said acqui¬ 
sition or production; provided, that nothing 
herein shall deprive the Contractor of any 
further progress or final payments due or to 
become due hereunder; or relieve the Con¬ 
tractor or the Government of any of their 
respective rights or obligations under this 
contract. 

(c) The Contractor represents and war¬ 
rants that the property, upon which any 
progress payment is made hereunder, shall 
be cleared of all liens and encumbrances of 
any kind whatsoever upon receipt of any 
progress payment. 

(d) In making payment for the supplies 
furnished hereunder, there shall be deducted 
from the contract price therefor a propor¬ 
tionate amount of the progress payments 
theretofore made to the Contractor, under 
the authority herein contained. 

(e) It is recognized that property (includ¬ 
ing, without limitation completed supplies. 


spare parts, drawings, Information, partially 
completed supplies, work in process, mate¬ 
rials, fabricated parts and other things called 
for herein) title to which is or may hereafter 
become vested in the Government pursuant 
to this clause will from time to time be used 
by or be put in the care, custody or posses¬ 
sion of the Contractor in connection with the 
performance of this contract. The Contrac¬ 
tor. either before or after receipt of Notice 
of Termination at the option of the Govern¬ 
ment. may acquire or dispose of property to 
which title Is vested in the Government un¬ 
der this clause, upon terms approved by the 
Contracting Officer: Provided, That after re¬ 
ceipt of Notice of Termination, any such 
property that is a part of termination inven¬ 
tory may be acquired or disposed of only 
in accordance with the provisions of the 
termination clause of this contract and ap¬ 
plicable laws and regulations. The agreed 
price (in case of acquisition by the Contrac¬ 
tor) or the proceeds received by the Con¬ 
tractor (in case of any other disposition), 
shall, to the extent that such price and pro¬ 
ceeds do not exceed the unliquidated bal¬ 
ance of progress payments hereunder, be 
paid or credited to the Government as the 
Contracting Officer shall direct; and such 
unliquidated balance shall be reduced ac¬ 
cordingly. Current production scrap may 
be sold by the Contractor without approval 
of the Contracting Officer but the proceeds 
will be applied as provided in this paragraph 
(e), provided that any such scrap which is 
a part of termination inventory may be sold 
only in accordance with the provisions of 
the termination clause of this contract and 
applicable laws and regulations. Upon liqui¬ 
dation of all progress payments hereunder 
or upon completion of deliveries called for 
by this contract, title to all property (or the 
proceeds thereof) which has not been de¬ 
livered to and accepted by the Government 
under this contract or which has not been 
incorporated in supplies delivered to and 
accepted by the Government under this Con¬ 
tract and to which title has vested In the 
Government under this clause shall vest In 
the Contractor. 

(f) The provisions of this contract refer¬ 
ring to "Liability for Government-furnished 
Property" and any other provision of this 
contract defining liability for Government- 
furnished property shall be inapplicable to 
property to which the Government shall 
have acquired title solely by virtue of the 
provisions of this clause. The provisions of 
this clause shall not relieve the Contractor 
from risk of loss or destruction of or dam¬ 
age to property to which title vests in the 
Government under the provisions hereof. 

(g) If this contract (as heretofore or here¬ 
after supplemented or amended) contains 
provision for advance payments, and in addi¬ 
tion if at the time any progress payment is 
to be made to the Contractor under the pro¬ 
visions of this progress payments clause any 
unliquidated balance of advance payments 
is outstanding, then notwithstanding any 
other provision of the Advance Payments 
clause of this contract the net amount, after 
appropriate deduction for liquidation of the 
advance payment, of such progress payment 
shall be deposited in the special bank ac¬ 
count or accounts maintained as required 
by the provisions of the Advance Payments 
clause, and shall thereafter be withdrawn 
o£ly pursuant to such provisions. 

§ 1006.1310 Progress payments <90 
percent ). Any fixed-price supply or 
service contract, under which it is de¬ 
sired to make progress payments in an 
amount not to exceed 90 percent of di¬ 
rect labor and material costs to the con¬ 
tractor of the property, may include the 
clause set forth in § 1006.1309, except 
that in paragraph (a) of such section, 
the words “75 percent of the cost” shall 


be replaced by the words “90 percent of 
the direct labor and direct material 
costs.’* 

§ 1006.1311 Spare parts provisioning. 
Any fixed-price supply contract under 
which it is desired to provide for the fur¬ 
nishing of spare parts for such supplies, 
and not under a spare parts provisioning 
appendix, may include the following 
clause: 

Spare parts, (a) The spare parts called 

for in Item-hereof shall be selected 

from a list of spare parts to be prepared by 
the Contractor and furnished in triplicate to 
the Contracting Officer at the base at which 

this contract was written, within _ 

days after award. Said list shall enumerate 
all parts comprising the item called for in 

Item-hereof, shall state the quantity 

per end item, and the parts shall be identi¬ 
fied by the original manufacturer's part 
number and complete nomenclature. Part 
numbers of the manufacturer of the end 
item or of a manufacturer who performs 
only assembly shall not be shown. Such list 
shall include Contractor’s proposed unit 
prices, and the quantities and unit prices 
shall be subject to revision by negotiation as 
hereinafter provided. Said list shall be pre¬ 
pared in accordance with Army-Navy Speci¬ 
fication AN-L-15 (see Note 1). 

(b) At the time of submission of such list, 
Contractor shall advise the Contracting Offi¬ 
cer when the material hereinafter in this 
paragraph mentioned will be available. Con¬ 
tractor will make available at his plant tvro 

of the units called for in Item.hereof, 

one of which shall be completely assembled 
and in operating condition and the other of 
which shall be completely disassembled. All 
parts of the disassembled unit will be tagged 
so as to Bhow vendor’s or original manufac¬ 
turer’s part number and nomenclature. 
Drawings, blueprints, and photographs suffi¬ 
cient to show in detail the location of each 
part of the end item will likewise be pro¬ 
vided. At such time as the activity respon¬ 
sible for determining spare parts require¬ 
ments shall fix. and upon notice to 
Contractor, a provisioning team will visit the 
Contractor’s plant and examine the units, 
assembled and disassembled, mentioned in 
this paragraph, and will then and there make 
preliminary selection of the spare parts to be 
furnished hereunder. Such selection shall 
be communicated to the Contracting Officer 
by the provisioning team. 

(c) Contracting Officer shall designate the 
spare parts required and shall advise Con¬ 
tractor with respect thereto as well as with 
respect to the method of packaging and 
preservation to be employed, and the Con¬ 
tractor and the Contracting Officer shall 
thereupon negotiate prices for the spare parts 
so designated and the list of spare parts and 
prices agreed upon shall be made a part of 
this contract by attachment thereto as an 
exhibit. In the event the total price of spare 
parts shall be more or less than the price 

stipulated in Item_hereof the total 

price of this contract shall be modified ac¬ 
cordingly by appropriate amendment. 

(d) Whenever a design change is made in 

the articles described in Item_ the 

Contractor will forthwith prepare a state¬ 
ment showing by item and part number the 
changes which in the opinion of the Con¬ 
tractor should be made in the spare parts 
list and shall forward six (6) copies thereof 
to the Contracting Officer. Included in such 
list shall be a statement as to the effect of 
the design change on interchangeability of 
the spare parts affected by the change, the 
effective point at which the change is to be 
made, and Contractor’s recommendation as 
to part numbers and quantities which the 
Contractor recommends for procurement. 
Thereupon changes shall be made in the spare 
parts exhibit, quantities, items and prices as 
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may be necessary In order to conform to the 
design change. 

(e) (See Note 2). Contractor agrees that 
he will for a period of ten (10) years from 
the date of this contract or for the useful life 
of the end item, whichever Is the lesser, fur¬ 
nish additional spare parts at such prices as 
shall hereafter be negotiated. 

Note 1: The last sentence of paragraph (a) 
should be omitted if inapplicable. Para¬ 
graph (b) is designed for cases where the 
“Provisioning Team” procedure is employed. 
If not so employed, paragraph (b) should be 
omitted and the remaining paragraphs 
renumbered. 

Note 2: Paragraph (e) should be deleted 
If Inapplicable. 

§ 1006.1312 Advance payments. Any 
fixed-price supplies contract under 
which making of advance payments has 
been authorized in accordance with the 
requirements of Armed Services Pro¬ 
curement Regulation and these proce¬ 
dures may include the following clause: 

Advance payments, (a) The Government 
shall, from time to time at the request of 
the Contractor, and subject to approval by 
the Contracting Officer as to the need there¬ 
for, make advance payments to the Con¬ 
tractor. The aggregate of such advance 

payments shall not exceed the sum of $- 

or __percent of the contract price, as it 

may be amended, whichever shall be the 
smaller. 

(b) All advance payments and, unless 
otherwise directed in writing by the Con¬ 
tracting Officer, all other payments under 
this contract shall be made by check payable 
to the Contractor and marked for deposit in 
a special bank account with such bank or 
banks as may be selected by the Contractor 
and approved by the Contracting Officer. 
Before any advance payment is made, the 
Contractor shall transmit to the Contracting 
Officer an agreement in duplicate, satisfactory 
to the Contracting Officer, with each bank 
in which any special bank account is estab¬ 
lished, clearly setting forth the special char¬ 
acter of the account and the responsibilities 
of the bank thereunder. No part of the 
funds in the special bank account, prior to 
withdrawal thereof from such account as 
hereinafter provided, shall be mingled with 
other funds of the Contractor. Each with¬ 
drawal shall be made only by check of the 
Contractor countersigned on behalf of the 
Government by the Contracting Officer. The 
funds in the special bank account shall be 
withdrawn and used solely for the purposes 
of making payments for direct materials, 
direct labor and overhead expenses, required 
tn the performance of this contract and 
properly aUocable thereto in accordance with 
generally accepted accounting principles, and 
for such other purposes as the Contracting 
Officer may approve in writing. 

(c) On the unliquidated balance of the 
advance payments outstanding, the Con¬ 
tractor agrees to pay interest at the rate of 

_percent per annum. Such interest shall 

be computed at the end of each calendar 
month on the average dally balance of the 
principal of the unliquidated advance pay¬ 
ments outstanding. In determining such 
balance, charges on account of the advance 
payments to the Contractor hereunder shall 
be made as of the dates of the checks there¬ 
for: credits arising from deductions from 
payments to the Contractor under this con¬ 
tract shall be made as of the dates of issue of 
the check for such payments; and credits 
arising from cash repayments to the Govern¬ 
ment by the Contractor shall be made as of 
the dates the checks therefor are received by 
the Finance Officer. As soon as such monthly 
computations shall have been made, the 
interest so determined shall be deducted 
from the payments otherwise due to Con¬ 
tractor under this contract. 


(d) Liquidation of the principal of any 
advance payment made to the Contractor 
hereunder shall be made by deductions of 

_percent from any and all payments 

made by the Government under the terms 
of this contract; provided, that if at any time 
the unliquidated balance of the principal 

of advance payments made exceeds- 

percent of the balance of the total contract 
price then unpaid, the amount of such excess 
shall upon demand of the Contracting Officer 
be promptly returned to the Government 
by withdrawal from the special bank ac¬ 
count or otherwise, and if not’ so returned, 
shall be deducted from any and all pay¬ 
ments to be made by the Government under 
the contract. The Contractor may at any 
time repay to the Government all or any 
part of the funds advanced hereunder ani 
shall at any time, upon demand by the Con¬ 
tracting Officer, repay such part of the un¬ 
liquidated balance of advance payments as 
shall in the opinion of the Contracting 
Officer be in excess of the amount necessary 
for the current needs of the Contractor. If, 
upon completion of the contract or upon its 
termination for other than the fault of the 
Contractor, the advance payments and in¬ 
terest thereon, if any, have not been fully 
liquidated, the unliquidated balance thereof 
shall be deducted from any payments other¬ 
wise due the Contractor, and if such deduc¬ 
tions are insufficient to cover such balance, 
the deficiency shall be paid by the Contrac¬ 
tor forthwith after demand. In the event 
of termination of this contract because of 
the fault of the Contractor, the Contractor 
agrees to return to the Government, upon 
demand, without set-off of any sums alleged 
to be due the Contractor, the unliquidated 
balance of any advance payment and Interest 
thereon, if any. If the Contractor institutes 
or has instituted against it any bankruptcy, 
reorganization, receivership, or insolvency 
proceedings, or makes or enters Into any 
assignment for the benefit of, or arrange-, 
ment or composition with, its creditors, the 
Contracting Officer without limiting any 
rights which the Government may other¬ 
wise have, may upon written notice to the 
Contractor (1) withhold further with¬ 
drawals from the special bank account, (11) 
withdraw all or any part of the balance in 
the special bank account by check signed 
solely by the Contracting Officer, and (iii) 
demand Immediate repayment of the un¬ 
liquidated balance of advance payments 
hereunder. If the demand made in any 
event set forth in this subparagraph is not 
met within 15 days of receipt thereof, the 
amount demanded will bear Interest at the 
rate of *6 percent rather than at the rate, 
if any, specified elsewhere in this clause, 
from the date of receipt of the demand until 
payment is made. 

(e) Pursuant to the provisions of section 5 
of the Armed Services Procurement Act of 
1947. any and all advance payments made 
under this contract shall be secured by a 
lien In favor of the Government, paramount 
to all other liens, upon the supplies con¬ 
tracted for by this contract, upon the credit 
balance in any special bank account, and 
upon all the material and other property 
acquired for or allocated to the performance 
of the contract except to the extent that the 
Government by virtue of any other provision 
of this contract, or otherwise, shall have 
title to such supplies, material or other prop¬ 
erty. The Contractor, to the extent deter¬ 
mined necessary and practicable by the Con¬ 
tracting Officer, shall Identify by marking or 
segregating all property which is subject to a 
lien in favor of the Government by virtue of 
any provision of this contract in such a way 
as to indicate that it is subject to such lien 
and that It has been acquired for or allo¬ 
cated to the performance of this contract. 
The Contractor shall maintain adequate ac¬ 
counting control over such property on its 
books and records. 12 such supplies, ma¬ 


terials, or other property are not identified 
by marking or segregation, the Government 
shall be deemed to have a lien to the extent 
of the Government’s interest hereunder on 
any mass of property with which such sup¬ 
plies, materials, or other property is inter¬ 
mingled. When all advance payments made 
under this contract, together with interest 
thereon, if any, have been liquidated, any 
funds remaining in the special bank account 
shall, upon notice in writing to the deposi¬ 
tory bank by the Contracting Officer, be free 
and clear of any lien hereunder and may be 
withdrawn by the Contractor without coun¬ 
tersignature or other restrictions hereunder. 

(f) The Contractor shall furnish to the 
Contracting Officer (i) balance sheets and 
profit and loss statements quarterly, or at 
such other Intervals as the Contracting 
Officer may require, (li) monthly reports on 
the operation of the special bank account, 
and (iii) such other financial information 
concerning the operation of the Contractor’s 
business as may be requested. The Con¬ 
tractor shall at all times afford to the Con¬ 
tracting Officer proper facilities for inspec¬ 
tion and audit of the Contractor’s financial 
records and accounts. 

§ 1006.1313 Employment of aliens. 
To permit the contract clause set forth 
in § 406.104-3 of this title to^be embodied 
in the printed text of standard contract 
forms, the following words may be in¬ 
serted preceding the language set forth 
in § 406.104-3: “If this contract calls for 
furnishing or constructing aircraft, air¬ 
craft parts, or aeronautical acces¬ 
sories • • 

§ 1006.1314 Prior instruments super¬ 
seded. Those definitive contracts which 
operate to replace a preceding award or 
letter contract or other similar instru¬ 
ment will contain the following clause: 

This is the definitive contract contem¬ 
plated by (letter contract) (not of award) 


dated_and designated Contract 

No.__ and supersedes, said (letter con¬ 


tract) (Notice of award). 

§ 1006.1315 Bailment contemplated. 
Any contracts under which it is con¬ 
templated that the Government will, by 
means of a separate bailment contract, 
furnish items to the Contractor for use 
in connection with performance of the 
contract, may contain the following 
clause: 

It is contemplated by the parties hereto 
that the Government will loan, in addition 
to any other property listed in this contract 
as to be “furnished” by the Government, to 
the Contractor (items to be enumerated) for 
use in connection with the performance of 
this contract, and that an appropriate writ¬ 
ten agreement of bailment will be entered 
into by and between the parties hereto for 
that purpose. In the event of delay or fail¬ 
ure of the Government to loan such property, 
as aforesaid, the provisions of the clause of 
this contract entitled “Government-Fur¬ 
nished Property" or “Government Property” 
relating to failure or delay In the furnishing 
of property, shall be applicable. 

§ 1006.1316 Special delivery provi¬ 
sions. Any fixed-price contract for re¬ 
search, of such highly experimental 
character that the contractor’s ability to 
perform within a stated period of time 
is in doubt, may, with the approval of the 
commanding general of the command in¬ 
volved, include the following clause: 

Special provision relating to delivery, (a) 
If the Contractor, despite reasonable dili¬ 
gence. wiU bo unable to complete the work 
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called for under this contract by the date of 
delivery specified in the Schedule, It may give 
the Contracting Officer written notice of the 
anticipated default in delivery; provided such 
notice is given not less than thirty (30) days 
before the date of delivery specified in said 
Schedule or at such time as the Contracting 
Officer deems sufficient* If such notice is 
duly given, then the Contracting Officer may 
In his discretion extend the date of delivery 
specified in said Schedule for such period as 
he deems advisable, and modify this contract 
in writing accordingly. 

(b) The Government agrees that, so long 
as the Contractor acts with reasonable dili¬ 
gence in the performance of the work called 
for hereby, it will terminate performance un¬ 
der this contract only pursuant to the clause 
hereof entitled “Termination for Convenience 
of the Government" and not under the clause 
hereof entitled “Default." 

§ 1006.1317 Facilities contemplated. 
If it has been agreed that the contractor, 
for the performance of a particular sup¬ 
ply contract, requires the use of certain 
facilities which are to be furnished to 
him under the provisions of a separate 
facilities contract, a clause shall be in¬ 
corporated in the supply contract cover¬ 
ing the following subject matter in as 
detailed a manner as practicable: 

a. What facilities will be furnished (In¬ 
cluding the maximum value thereof where 
a fixed-price supply contract is Involved, and 
the estimated cost thereof where a cost- 
plus-fixed-fee supply contract or a fixed- 
price supply contract with prioe redetermi¬ 
nation is involved); 

b. When such facilities will be furnished; 

c. The effect of delay of receipt of the fa¬ 
cilities; and 

d. The effect of nonreceipt or withdrawal 
of the facilities. In addition, the clause will 
specifically authorize the use of said facili¬ 
ties, and wiU set forth the fact that the use 
Is on a rent-free basis, or the rental to be 
paid for said use. 

$ 1006.1318 Transportation charges. 
Any fixed-price supply contract, under 
which the Contractor has quoted a price 
including the transportation charges, 
and it is desired to provide for the pos¬ 
sibility of shipment on Government bill 
of lading, may include the following 
clause: 

The Contractor hereby agrees that in the 
event that shipments hereunder are made 
on Government blU of lading, there shall be 
deducted from the contract price the com¬ 
mercial freight charge for delivery to the 
destination specified herein, including any 
Federal, State, or local tax directly applica¬ 
ble thereto. The Contractor further agrees 
to show any such reductions on the invoices 
submitted hereunder. 

$ 1006.1319 Flight risks. Any sup¬ 
plies contract under which the Contrac¬ 
tor is required to operate aircraft, and 
whereunder, the contract pricing does 
not include any amount for flight risk 
insurance premiums, may include a 
clause whereby the Government as¬ 
sumes the risk of loss of aircraft during 
their operation by approved Contractor 
personnel. 

§ 1006.1320 Increase option. Any 
fixed-price supply contract, under which 
it is desired to furnish an option on the 
part of the Government to increase the 
quantity called for. may include the fol¬ 
lowing clause: 

Option for increased quantity. The Con¬ 
tractor grants to the Government the right. 


at any time during the life of the contract, 
to increase the quantity or quantities of the 
supplies called for herein, at not more than 
the unit price stated by an amount not ex¬ 
ceeding 50 percent of the entire contract 
price. Said Increase may be applied to all 
or any item or Items at the option of the 
Contracting Officer. The exercise of such 
options shall be evidenced by supplemental 
agreement or amendment hereto. 

§ 1006.1321 Special overtime provi¬ 
sions. The following clause is author¬ 
ized for use in any fixed-price contract 
which contains a price rede termination 
provision, and the use of such clause is 
recommended although not required: 

Overtime. The Contractor shall not per¬ 
form overtime work under or in connection 
with this contract for which premium com¬ 
pensation is required to be paid, unless ap¬ 
proval is obtained. Request for such ap¬ 
proval wUl be made to the office having 
administrative responslbUity as designated 
elsewhere in this contract. In the event of 
failure to obtain such approval, premium 
compensation payments will not be fecog- 
nized in making any price adjustment under 
any provisions of this contract pertaining to 
adjustment of price. 

§ 1006.1322 Special inspection pro¬ 
visions. In fixed-price supply contracts 
for the production of experimental air¬ 
planes, the provision of (e> under sub- 
paragraph (14) of § 1006.102 (b) may be 
deleted and the following substituted; 

The Contractor shall, in the manufacture 
of the articles to be supplied under this con¬ 
tract, be required to use such jigs, fixtures, 
and/or other devices and appliances in ail 
processes which are suitable lor the fabrica¬ 
tion of experimental-type airplanes and per¬ 
tinent spares. Such jigs, fixtures and/or 
other devices and appUances may be of tem¬ 
porary-type construction, but shall be ade¬ 
quate to maintain the dimensions of the air¬ 
planes as called for in the applicable draw¬ 
ings. 

§ 1006.1323 Discount. Any fixed-price 
supply contract, under which the con¬ 
tractor has quoted a price subject to dis¬ 
count for prompt payment, may contain 
the following clause: 

Cash discount. The Contractor shall allow 

the Government a cash discount of_ 

percent, provided payment is made within 
_days. 

§ 1006.1324 Construction guaranty. 
Any construction contract (see Subpart 
P of this part) may, if desired, contain 
the following clause: 

Without limiting any other right of the 
Government or obligation of the Contractor 
under this contract, but In addition thereto 
if within one (1) year from and after date 
of final inspection and acceptance, any part 
or parts of the material to be furnished under 
this contract fail due to defective material 
or workmanship or reveal that they did not, 
at the time of final acceptance and Inspect 
tion, conform to the specifications and con¬ 
tract, the Contractor shall, at its own ex¬ 
pense, correct the defect or defects. 

§ 1006.1325 Fixed overhead rates. 
All cost-plus-a-fixed-fee (see Subpart B 
of this part) or cost reimbursement (see 
Subpart K of this part) type contracts, 
under which it is desired to use fixed 
overhead rates in lieu of actual rates, 
may include the following clause: 

Fixed overhead rates. It has been deter¬ 
mined by the Contracting Officer, In advance, 
and agreed to by the contracting parties for 
the purpose of simplifying auditing proce¬ 


dures applicable hereto, that the amounts 
set forth in the Schedule represent a reason¬ 
able and proper proportionate share of all 
of Contractor’s overhead applicable and al¬ 
locable to the performance of this contract, 
and as excluding any expenditures or items 
of cost for which direct reimbursement is 
provided elsewhere in this contract. Unless 
the prior approval of the Contracting Officer 
is obtained, the Contractor shall not change 
Its method of accounting under this contract 
in such manner as to account for any item of 
cost on a direct-cost basis if such item of 
cost was considered as an indirect charge 
for the purpose of establishing the overhead 
rates set forth in the Schedule. 

§ 1006.1326 Redetemiination of over - 
head rate. Normally, when the clause 
set forth in this section is used the fol¬ 
lowing clause will be used: 

Redetermination of overhead rate, (a) 
The overhead rates set forth In the Schedule 
may be increased or decreased in accordance 
with this clause. 

(b) Overhead periods: The Government 
and the Contractor agree to revise the fixed 
overhead rate under this contract periodi¬ 
cally In accordance with this clause and 
agree that the performance of this contract 
will be divided into successive periods of the 
number of months each, set forth In the 
Schedule after the first period, for that pur¬ 
pose. The first period will extend from the 
date set forth In the Schedule. The first day 
of the second period, and each subsequent 
period. Is hereinafter referred to as the 
• effective date of the overhead rate rcvision. ,, 
Within sixty (60) days after the end of the 
first period hereunder and after the end of 
each subsequent period, or at such later time 
or times as the Contracting Officer may fix. 
the Contractor shall furnish the statements 
and data referred to in paragraph (c) of this 
clause. 

(c) Submission of data: At the time or 
each of the times specified or provided for in 
paragraph (b) of this clause, the Contractor 
shall submit (i) a new estimate and break¬ 
down of the overhead rat© proposed for the 
succeeding period under this contract; (ii) 
an explanation of the differences between the 
original (or last preceding) overhead rates 
and the new estimate; (ill) such rele\ f ant 
data, cost records, reports, and accounting 
statements as may be of assistance in deter¬ 
mining the accuracy and reliability of the 
new estimate; (lv) a statement of experi¬ 
enced overhead costs hereunder to the extent 
that they are obtainable at the time or times 
of the negotiation of the revision of the over¬ 
head rates: (v) any other relevant data 
usually furnished in the case of negotiation 
of an overhead rate to the extent available. 
The Government may make such examina¬ 
tion of the Contractor’s records and books 
as the Contracting Officer may require and 
may make such audit thereof as the Con¬ 
tracting Officer may deem necessary. 

(d) Upon the filing of the statements and 
data required by paragraph (c) of this clause, 
the Contractor and the Contracting Officer 
will neeotiate promptly in good faith to agree 
upon the overhead rate to be applicable on 
and after the effective date of the overhead 
rate revision. Each such revision of the 
overhead rates shall be fair and reasonable 
in the circumstances and shall be evidenced 
by a supplemental agreement hereto. 

(e) Disagreements: If within ninety (90) 
days after the effective date of the overhead 
rate revision (or such further period as may 
be fixed by written agreement) the Contract¬ 
ing Officer and the Contractor fail to agree 
to a revised overhead rate for the period in 
question, the failure to agree shall be deemed 
to be a disagreement as to a question of fact 
which shall be disposed of in accordance with 
the clause hereof entitled “Disputes." 

(f) Payments: Until a new overhead rate 
shall become effective in accordance with 
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this clause, the overhead rate in force imme¬ 
diately prior to the effective date of the over¬ 
head rate revision shall be applicable, subject 
to appropriate later revision made pursuant 
to paragraph (d) or (e) or (g) (2) (B) of this 
clause. 

(g) Termination provisions: For any of the 
purposes of the clause hereof entitled "Ter¬ 
mination for Convenience of the Govern¬ 
ment," the fixed overhead rate or allowance 
shall be deemed to be: 

(1) For expenditures made prior to the 
effective date of the overhead rate revision, 
the fixed overhead rate (giving effect to any 
prior revisions under this clause) applicable 
to such expenditures; 

(2) For all expenditures made on or after 
the effective date of the overhead rate 
revision; 

(A) The overhead rate as revised In ac¬ 
cordance with this clause if such revision 
shall have been agreed upon; and 

(B) If such revision shall not have been 
agreed upon, then such overhead rate as the 
Contractor and the Contracting Officer may 
agree upon as reasonable under all the cir¬ 
cumstances, and in the absence of such 
agreement such reasonable overhead rate as 
may be determined in accordance with the 
clause hereof entitled "Disputes." 

(h) The Contractor shall not be paid any 
overhead for work performed on any sites 
(divisions, departments, burden centers, 
etc.), other than those for which fixed over¬ 
head rates have been specifically set forth 
herein, without the approval of the Con¬ 
tracting Officer. After such approval the 
parties agree to promptly negotiate such 
additional fixed overhead rates as may be 
required, and such additional rates shall be 
evidenced by a supplemental agreement 
hereto (which may be the supplemental 
agreement establishing revised rates here¬ 
under). and shall thereafter be subject to 
the provisions hereinabove set forth. 

(i) In the event than an accelerated Gov¬ 
ernment program involving either new pro¬ 
curement or the acceleration of delivery or 
performance schedules on existing procure¬ 
ments becomes effective as to the Contractor 
during any of the overhead rate periods, the 
overhead rates established for such period 
shall be subject to review and revision by 
negotiation upon written demand made by 
either party. Any increase or decrease in the 
overhead rates established as a result of such 
review and revision shall be set forth in an 
amendment to this contract. 

§ 1006.1327 Price escalation for stand¬ 
ard steel items (1). The following con¬ 
tract clause is authorized for use in 
formally advertised fixed-price contracts 
for furnishing standard steel items: 

Price escalation for standard steel items. 

(a) The Contractor hereby warrants that 
the unit prices stated herein on the date set 
for opening of bids are not in excess of the 
Contractor’s applicable established prices for 
like quantities of the supplies covered by 
this contract. The Contractor shall notify 
the Contracting Officer of each decrease in 
any of such established prices and each ap¬ 
plicable contract unit price shall be de¬ 
creased accordingly. Any decrease in a unit 
price shall become effective concurrently 
with the effective date of each applicable 
decrease in Contractor’s established price 
and the contract shall be amended accord¬ 
ingly. 

(b) The Contractor may at any time, or 
from time to time, after the date set for 
opening of bids and during the performance 
of the contract request in writing an upward 
adjustment in any of the contract unit 
prices to be effective as from a date to be 
specified by the Contractor, subject to the 
following conditions: 

(1) No unit price as adjusted shall exceed 
the Contractor’s applicable established price. 

(2) The aggregate of the increase In any 


unit price made under this paragraph shall 
not exceed 10 percent of the original ap¬ 
plicable contract unit price. 

(3) No adjusted unit price shall be effec¬ 
tive earlier than the effective date of any 
increase in the applicable established price 
and no Increase shall be granted unless the 
Contractor’s applicable established price has 
increased subsequent to the date set for 
opening of bids. 

(c) In the event the requested adjustment 
In any contract unit price is acceptable to 
the Contracting Officer, he shall not later 
than 20 days after the date of receipt by him 
of the reques* so notify the Contractor and 
the contract shall be modified accordingly. 
If any such requested adjustment in a unit 
price is not acceptable to the Contracting 
Officer he shall so notify the Contractor in 
writing within 20 days from the date of re¬ 
ceipt by him of the Contractor’s said notice; 
and unless an agreement can be reached as 
to the amount of increase, the Government 
may cancel without liability to either party 
the Contractor’s right to proceed with per¬ 
formance of the portion of the contract which 
is undelivered at the time of such cancel¬ 
lation, except that the Contractor may make 
delivery of all or any of the supplies which 
a duly authorized officer of the company shall 
certify were completed or in the process of 
manufacture at the time of receipt of notice 
of such cancellation, and the Government 
shall pay for all supplies so delivered at the 
applicable unit price contained in Con¬ 
tractor’s said request and the contract shall 
be modified accordingly: Provided, That such 
certification is made within 10 days after re¬ 
ceipt of notice of such cancellation and such 
requested increase satisfies all of the condi¬ 
tions and does not exceed the limitations of 
paragraph (b). Supplies shall be deemed to 
be in the process of manufacture when the 
steel therefor is in any state of processing 
after the beginning of the furnace melt. 

(d) During the period prior to such can¬ 
cellation, the Contractor shall continue de¬ 
liveries according to the terms of the con¬ 
tract and shall be paid therefor at the ap¬ 
plicable increased unit prices so requested; 
provided, such requested increases satisfy all 
of the conditions and do not exceed the limi¬ 
tations of paragraph (b). 

(e) If notice of cancellation is not sent to 
the Contractor within 30 days after receipt 
by the Contracting Officer of the Contractor’s 
request, supplies delivered subsequent to the 
date specified in such request, and prior to 
the effective date of any subsequent Increase 
or decrease in Contractor’s applicable estab¬ 
lished prices, shall be paid for at the appli¬ 
cable increased unit prices so requested; 
provided, such requested increases satisfy all 
of the conditions and do not exceed the 
limitations of paragraph (b). 

§ 1006.1328 Price escalation for stand¬ 
ard steel items (2). The following con¬ 
tract clause is authorized for use in 
negotiated fixed-price contracts for the 
purchase of standard steel items: 

Price Escalation for Standard Steel Items. 

(a) The Contractor hereby warrants that the 
unit prices stated herein at the date hereof 
are not in excess of the Contractor’s applica¬ 
ble established prices for like quantities of 
the supplies covered by this contract. The 
Contractor shall notify the Contracting Offi¬ 
cer of each decrease in any of such estab¬ 
lished prices and each applicable contract 
unit price shall be decreased accordingly. 
Any decrease in a unit price shall become 
. effective concurrently with the effective date 
of each applicable decrease in Contractor’s 
established price and the contract shall be 
amended accordingly. 

(b) The Contractor may at any time, or 
from time to time, during the performance 
of the contract, request in writing an upward 
adjustment in any of the contract unit 
prices to be effective as from a date to be 


specified by the Contractor, subject to the 
following conditions: 

(1) No unit price as adjusted shall exceed 
the Contractor’s applicable established price. 

(2) For deliveries pursuant *<o the terms 
of this contract, the aggregate of the in¬ 
creases in any unit price made under this 
paragraph shall not exceed 10 percent of the 
original applicable contract unit price 

(3) No adjusted unit price shall be effec¬ 
tive earlier than the effective date of any 
increase in the applicable established price. 

(c) In the event the requested adjustment 
in any contract unit price is acceptable to 
the Contracting Officer, he shall not later 
than 20 days after the date of receipt by him 
of the request so notify the Contractor, and 
the contract shall be modified accordingly. 
If any such requested adjustment in a unit 
price is not acceptable to the Contracting 
Officer, he shall notify the Contractor in 
writing within 20 days from the date of 
receipt by him of the Contractor’s said 
notice; and unless an agreement can be 
reached as to the amount of increase, the 
Government may cancel without liability to 
either party the Contractor’s right to pro¬ 
ceed with performance of the portion of the 
contract which is undelivered at the time of 
such cancellation, except that the Contrac¬ 
tor may make delivery of all or any of the 
supplies which a duly authorized officer of the 
company shall certify were completed or in 
the process of manufacture at the time of 
receipt of notice of such cancellation, and 
the Government shall pay for all supplies 
so delivered at the applicable unit price con¬ 
tained In Contractor’s sold request and the 
contract shall be modified accordingly: Pro¬ 
vided. That such certification is made within 
10 days after receipt of notice of such can¬ 
cellation and such requested increase satis¬ 
fies all of the conditions and does not exceed 
the limitations of paragraph (b). Supplies 
shall be deemed to be in the process of 
manufacture when the steel therefor is in 
any state of processing after the beginning 
of the furnace melt. 

(d) During the period prior to such can¬ 
cellation, the Contractor shall continue de¬ 
liveries according to the terms of the contract 
and shall be paid therefor at the applicable 
increased unit prices so requested; provided, 
such requested increases satisfy all of the 
conditions and do not exceed the. limitations 
of paragraph (b). 

(e) If notice of cancellation is not sent to 
the Contractor within 30 days after receipt 
by the Contracting Officer of the Contractor’s 
request, supplies delivered subsequent to the 
date specified in such request, and prior to 
the effective date of any subsequent increase 
or decrease in Contractor’s applicable es¬ 
tablished price, shall be paid for at the 
applicable Increased unit prices so requested; 
provided, such requested increases satisfy all 
of the conditions and do not exceed the lim¬ 
itations of paragraph (b). 

§ 1006.1329 Price escalation for 
standard steel items (3). In fixed-price 
call contracts for standard off-the-shelf 
standard steel items the following clause 
is authorized: 

Price escalation for standard steel prod¬ 
ucts. (a) The Contractor hereby warrants 
that the unit prices stated herein at the date 
hereof are not In excess of the Contractor’s 
applicable established prices for like quan¬ 
tities of the supplies covered by this con¬ 
tract. The Contractor shall notify the 
Contracting Officer of each decrease In any 
of such established prices and each applica¬ 
ble contract unit price shall be decreased 
accordingly. Any decrease in a unit price 
shall become effective concurrently with the 
effective date of each applicable decrease 
in Contractor’s established price and the 
contract shall be amended accordingly. 

(b) The Contractor may at any time, or 
from time to time, during the performance 
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of the contract request in writing an upward, 
adjustment in any of the contract unit prices 
to be effective as from a date to be specified 
by the Contractor, subject to the following 

conditions: 

(1) No unit price as adjusted shall exceed 
the Contractor’s applicable established price. 

(2) The aggregate of the increases in any 
unit price made under this paragraph shall 
not exceed 10 percent of the original appli¬ 
cable contract unit price. 

(3) No adjusted unit price shall be effec¬ 
tive earlier than the effective date of any 
increase in the applicable established price. 

(c) In the event the requested adjustment 
In any contract unit price is acceptable to 
the Contracting Officer, he shall not later 
than 20 days after the date of receipt by 
him of the request so notify the Contractor, 
and the contract shall be modified accord¬ 
ingly. If any such requested adjustment in 
a unit price Is not acceptable to the Con¬ 
tracting Officer, he shall so notify the Con¬ 
tractor in writing within 20 days from the 
date of receipt by him of the Contractor’s 
said notice; and unless an agreement can be 
reached as to the amount of increase, the 
Government may cancel without liability 
to either party the Contractor’s right to 
proceed with performance of the portion of 
the contract which is undelivered at the time 
of such cancellation. 

(d) If notice of cancellation is not sent to 
the Contractor within 30 days after receipt 
by the Contracting Officer of the Contractor’s 
request, supplies delivered subsequent to the 
date specified in such request, and prior to 
the effective date of any subsequent increase 
or decrease in Contractor’s applicable es¬ 
tablished prices, shall be paid for at the 
applicable increased unit prices so requested, 
provided. Buch requested increases satisfy all 
of the conditions and do not exceed the limi¬ 
tations of paragraph (b). 

(e) The Contractor also agrees to give the 
Government any and all discount benefits 
extended to any company, agency, organiza¬ 
tion, or individual purchasing or handling 
like quantities of the supplies covered by this 
contract. 

Note: Paragraphs (d) and (e) of the above 
clause are optional. Paragraph (d) of the 
clause clearly provides certain benefits to the 
Contractor and should not be included unless 
requested by the Contractor and it is deemed 
necessary to complete the procurement. 
Paragraph (e) Is a so-called “Preferred Cus¬ 
tomer" clause and obviously does benefit the 
Government. Paragraph (e) should be In¬ 
cluded In all cases; however, authority is 
granted to delete it in those instances where¬ 
in the objections of the Contractor would 
preclude the possibility of effecting the nec¬ 
essary procurement. 

§ 1006.1330 Price escalation for alumi¬ 
num products. In fixed-price contracts 
for the purchase of aluminum the fol¬ 
lowing contract clause may be included 
if the contractor, is a producer of alumi¬ 
num and the items procured are made 
wholly or in major part of aluminum: 

Price escalation for aluminum products. 

(a) The Contractor hereby warrants that the 
unit prices stated herein on the date set for 
opening of bids or offers are not in excess of 
the Contractor's applicable established prices 
for like quantities of the supplies covered by 
this contract. The Contractor shall notify 
the Contracting Officer of each decrease in 
any of such established prices and each 
applicable contract unit price shall be de¬ 
creased accordingly. Any decrease in a unit 
price shall become effective concurrently 
with the effective date of each applicable 
decrease in Contractor’s established price and 
the contract shall be amended accordingly. 

(b) The Contractor may at any time, or 
from time to time, after the date set for 
opening of bids or offers and during the per¬ 


formance of the contract request In writing 
an upward adjustment in any of the contract 
unit prices to be effective as from a date to 
be specified by the Contractor, subject to the 
following conditions: 

(1) No unit price as adjusted shall exceed 
the Contractor’s applicable established price. 

(2) The aggregate of the increases in any 
unit price made under this paragraph shall 
not exceed 10 percent of the original appli¬ 
cable contract unit price. 

(3) No adjusted unit price shall be effec¬ 
tive earlier than the effective date of any 
increase in the applicable established price 
and no increase shall be granted unless the 
Contractor’s applicable established price has 
Increased subsequent to the date set for 
opening of bids or offers. 

(c) In the event the requested adjustment 
In any contract unit price is acceptable to 
the Contracting Officer, he shall not later 
than 20 days after the date of receipt by him 
of the request so notify the Contractor and 
the contract shall be modified accordingly. 
If any such requested adjustment In a unit 
price Is not acceptable to the Contracting 
Officer, he shall so notify the Contractor in 
writing within 20 days from the date of 
receipt by him of the Contractor’s said 
notice; and unless tile agreement can be 
reached as to the amount of increase, the 
Government may cancel without liability to 
either party the Contractor's right to pro¬ 
ceed with performance of the portion of the 
contract which is undelivered at the time of 
such cancellation, except that the Contrac¬ 
tor may make delivery of all or any of the 
supplies which a duly authorized officer of 
the company shall certify were completed 
or In the process of manufacture at the time 
of receipt of notice of such cancellation, and 
the Government shall pay for all supplies so 
delivered at the applicable unit price con¬ 
tained in Contractor’s said request and the 
contract shall be modified accordingly: Pro¬ 
vided, That such certification is made within 
10 days after receipt of notice of such can¬ 
cellation and such requested increase satis¬ 
fies all of the conditions and does not exceed 
the limitations of paragraph (b). 

(d) During the period prior to such can¬ 
cellation, the Contractor shall continue de¬ 
liveries according to the terms of the contract 
and shall be paid therefor at the applicable 
increased unit prices so requested: Provided , 
Such requested increases satisfy all of the 
conditions and do not exceed the limitations 
of paragraph (b). 

(e) If notice of cancellation Is not sent 
to the Contractor within 30 days after receipt 
by the Contracting Officer of the Contractor’s 
request, supplies delivered subsequent to the 
date specified in such request, and prior to 
the effective date of any subsequent increase 
or decrease in the Contractor’s applicable es¬ 
tablished prices, shall be paid for at the 
applicable increased unit prices so requested: 
Provided. Such requested increases satisfy all 
of the conditions and do not exceed the limi¬ 
tations of paragraph (b). 

§-1006.1331 Fixed-price guaranty. 
Where desirable, the following clause 
may be inserted in fixed price contracts 
which call for tangible articles: 

Guaranty, (a) The Contractor guarantees 
that at the time of delivery thereof the arti¬ 
cles provided for under this contract will be 
free from any defects In material or work¬ 
manship and will conform to the require¬ 
ments of this contract. 

(b) Notwithstanding any other provision 
of this contract, final acceptance of the sup¬ 
plies (as defined in the clause of this con¬ 
tract entitled “Inspection”) shall be con¬ 
clusive except as regards (1) fraud. (11) 6uch 
gross mistakes as amount to fraud, or (111) 
any defects or failure to conform with con¬ 
tract requirements (whether latent or pat¬ 
ent) as to which the Government notified 
the Contractor within one (1) year after the 


date of final acceptance. The Contractor 
shall promptly remedy (either at Its plant 
or at Buch other place as may be agreed 
upon between the Contractor and the Con¬ 
tracting Officer) any such defects or failures 
by correction or replacement at no Increase 
In the contract price; provided that applica¬ 
ble tooling and drawings, If otherwise un¬ 
available to the Contractor by order of the 
Government, are made available, and pro¬ 
vided further that the cost of any trans¬ 
portation in connection with the return of 
supplies for the purpose of 6uch correction 
or replacement shall be borne by the Gov¬ 
ernment. Provisions of this clause shall be 
applicable with respect to any supplies which 
the Contractor corrects or replaces pursuant 
to It. 

(c) If the Government does not require 
correction or replacement of a defective or 
nonconforming article, as provided for here¬ 
inabove, the Contractor, if required by the 
Contracting Officer within a reasonable time 
after the notice of defect or nonconformance, 
shall repay such portion or the contract price 
of the article as is equitable under the 
circumstances. 

§ 1006.1332 Option to terminate fixed 
overhead rates. All cost-plus-a-flxed- 
fee contracts in which the clause set 
forth in § 1006.1326 is contained, will in¬ 
clude the follow ing clause; 

Option to terminate fixed overhead rates . 
(a) Either party to this contract shall have 
the option to terminate the operation of 
fixed overhead rates, as provided in clause 

--hereof, in the event that a reasonably 

accurate forecast of overhead rates is deter¬ 
mined to be impracticable. The option to 
terminate the use of fixed overhead rates for 
the future period shall be invoked on written, 
notice, prior to the effective date of overhead 
rate revision for the next succeeding period. 

(b) Termination of fixed overhead rates 
shall be evidenced by a supplemental agree¬ 
ment to this contract, providing for reim¬ 
bursement of overhead on the basis of 
audited actual cost for the period sub¬ 
sequent to the date of termination under 
this clause. 

§ 1006.1333 Inspection specifications. 
The foliowring clause may be included in 
any supply contract calling for the 
furnishing of aircraft or associated 
equipment: 

Inspection specification. The Contractor's 
Quality Control System hereunder shall con¬ 
form to the general requirements set forth 
in Military Specification MIL-Q-5923, dated 
8 December 1950, as said specification may 
from time to time be amended. 

§ 1006.1334 Ceiling prices. All fixed- 
price supply contracts, including ex¬ 
hibits submitted under fixed price open 
and call contracts, shall contain the 
following certification: 

Ceiling prices. The Contractor warrants 
that the prices shown are not In excess of 
applicable celling prices. If any, established 
by the Economic Stabilization Agency or 
other authorized agency, and In effect upon 
- the date hereof, for the supplies or services 
to be furnished hereunder. 

§ 1006.1335 Recovery of pension bene¬ 
fits to the Government. The following 
clause will be included in all negotiated 
supply contracts which exceed, or may 
exceed, one million dollars: 

Recovery of pension benefits to the Govern¬ 
ment. Within nine months following ter¬ 
mination or completion of this contract the 
Contractor will submit to the Contraclng 
Officer a statement of the value of the non- 
vested retirement benefits cancelled as a re¬ 
sult of dismissal of employees together with 
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extracts from the records of the Contractor 
showing how said value is arrived at. Upon 
receipt of such statement the Contractor and 
the Contracting Officer shall negotiate to de¬ 
termine the amount of the refund or allow¬ 
ance, if any, which is due to the Government 
by reason of the fact that such cancelled 
benefits were purchased in connection with 
work under Government contracts. The 
amount agreed upon by negotiation shall be 
paid by the Contractor to the Government 
in cash or by credit against sums due from 
the Government to the Contractor as may 
be agreed upon. Failure to agree upon the 
amount or method of repayment shall be 
treated as a dispute within the meaning of 
the clause hereof entitled “Disputes”. 

SUBPART N—APPROVED CONTRACT FORMS 

(STANDARD, DEPARTMENT OF DEFENSE, AND 

AIR FORCE) 

§ 1006.1401 Scope of subpart. This 
subpart sets forth instructions for the 
use of approved contract forms (Stand¬ 
ard, Department of Defense, and De¬ 
partment of the Air Force) which are 
prescribed for use within the Air Force. 

§ 1006.1402 Applicability. Use of the 
contract forms prescribed in this part is 
governed by the Armed Services Pro¬ 
curement Regulation (Subchapter A, 
Chapter IV of this title), Subchapter J 
of this chapter, or other special regula¬ 
tions or directives that may be issued 
for the particular contract concerned. 

§ 1006.1403 Contract clauses. (a) 
General. Many of the contract clauses 
to be included when these forms are 
used are not set forth in full in the forms 
themselves but are incorporated only by 
reference to sections of Subchapter A, 
Chapter IV of this title or particular sec¬ 
tions of Subchapter J of this chapter. 

<b) Short forms. Where, as in the 
case of some of the short contract forms, 
for example, DA AGO Form 383, Order 
and Voucher for Purchase of Supplies or 
Services Other Than Personal, and DD 
Form 327, Contract for Movement of 
Household Goods and Effects, the forms 
themselves contain shorter or modified 
versions of contract clauses, the use of 
shorter or modified forms is authorized 
notwithstanding the provisions of the 
preceding subparts of this part. 

§ 1006.1404 Deviations. Deviations in 
format, size, or content, of approved con¬ 
tract forms are not permitted except as 
authorized herein, unless prior written 
approval Is obtained in each case from 
the Deputy Chief of Staff, Materiel, 
Headquarters United States Air Force. 

§ 1006.1405 Local reproduction. Un¬ 
less specifically authorized in this part, 
the forms listed in this part may not be 
reproduced locally except with the prior 
approval of the Air Adjutant General. 

§ 1006.1406 Special purpose contract 
forms. Contract forms which have here¬ 
tofore been approved for particular use 
by the Deputy Chief of Staff, Materiel, 
Headquarters United States Air Force, 
and which are not listed in this subpart 
on account of their special nature, may 
continue to be used by the procuring 
activity concerned in accordance with its 
instructions if such forms are not incon¬ 
sistent with the policies of Armed Serv¬ 
ices Procurement Regulation or Sub¬ 
chapter J of this chapter. 
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§ 1006.1407 Supply of certain forms — 

(a) Requisitions. Supply of the forms 
listed below should be requisitioned 
through normal publications supply 
channels. Requisitions will be held to 
the absolute minimum stock necessary to 
meet current requirements to avoid waste 
upon change in format by the Depart¬ 
ment of the Air Force. Requisitions for 
cut-sheet forms will contain nomencla¬ 
ture indicated below: 

(1) Standard Form 26, Award (Supply 
Contract). 

(2) Standard Form 30. Invitation and Bid 
(Supply Contract). 

(3) Standard Form 31, Schedule (Supply 
Contract). 

(4) Standard Form 33. Invitation, Bid, and 
Award (Supply Contract). 

(5) Standard Form 36, Continuation Sheet 
(Supply Contract). 

(6) Standard Form 1036, Statement and 
Certificate of Award. 

(7) Standard Form 32, General Provisions 
(Supply Contract). 

(8) DD Form 351, Negotiated Contract 
(Department of Defense). 

(9) DD Form 351-1, Schedule. 

(10) DD Form 351-2, Signature Page. 

(11) WD Form 18, Purchase Order (with 
reverse side blank). 

(b) Reproducible masters. Cut sheet 
forms indicated in paragraph (a) of this 
section, will be used when 10 copies or 
less, including original, are required or 
when the volume of contracts does not 
justify the use of more expensive repro¬ 
ducible masters and the operation of 
reproduction equipment. When more 
than 10 copies, including original, of the 
forms are required or the volume of con¬ 
tracts justifies such action, the use of the 
die-impressed stencils to produce mul¬ 
tiple copies of Standard Forms 30, 31, 33, 
and 36; DD Forms 351, 351-1, and 351-2; 
and WD Form 18 is authorized. 

(c) Preprinted backs. The Terms and 
Conditions of the Invitation for Bids 
which appears on the back of Standard 
Forms 30 and 33 are identical and have 
been printed as one standard back on 
reproducible paper. This paper will be 
used in reproducing multiple copies of 
Standard Forms 30 and 33 from the 
stencil masters. 

§ 1006.1408 Supply contract; formal 
advertising (long form); Standard 
Forms 26, 30, 31, and 32. (a) This form 
of contract consists of Standard Form 
26, Award; Standard Form 30, Invita¬ 
tion and Bid, Standard Form 31, Sched¬ 
ule; and Standard Form 32, General 
Provisions Standard Form 36, Continu¬ 
ation Sheet, will be used to provide addi¬ 
tional space if Standard Form 26 does 
not provide sufficient space. 

(b) The decision concerning the use 
of the long-form method or the short- 
form method for particular procure¬ 
ments is discretionary with the contract¬ 
ing officer, subject to any limiting in¬ 
structions that may be issued by the head 
of the procuring activity concerned. 

(c) General provisions, in addition to 
those contained in Standard Form 32, 
may be added to the contract as required 
by the Armed Services Procurement 
Regulation, Subchapter J of this chap¬ 
ter, and other pertinent directives, with 
appropriate reference in the Schedule. 
Any other contract clauses that are ap¬ 


proved for use may be added as addi¬ 
tional general provisions and incorpo¬ 
rated by reference in the Schedule, or 
may be placed in the Schedule: Pro¬ 
vided, That they are not inconsistent 
with the General Provisions in the form. 

§ 1006.1409 Supply contract: formal 
advertising (short form); Standard 
Forms 33 and 32. (a) This form of con¬ 
tract consists of Standard Form 33. In¬ 
vitation, Bid, and Award, and Standard 
Form 32, General Provisions. Standard 
Form 36, Continuation Sheet, will be 
used to provide additional space if the 
award portion of Standard Form 33 is 
not sufficient. 

(b) Concerning the use of this short- 
form method, see § 1006.1408 (b). 

(c) Concerning the insertion of addi¬ 
tional general provisions, see § 1006.1408 
(c). 

§ 1006.1410 Supply contract; negoti¬ 
ated <long form); DD Form 351. (a) 

This form of contract consists of DD 
Form 351, Negotiated Contract; DD 
Form 351-1, Schedule Page; and DD 
Form 351-2, Signature Page. 

(b) This form is authorized for use 
in negotiated contracts, whether fixed- 
price or cost-reimbursement, for the 
procurement of supplies or services other 
than the construction, alteration, or re¬ 
pair of buildings, bridges, roads, or other 
kinds of real property. There is no 
monetary limitation on the use of the 
form and it may, therefore, be used re¬ 
gardless of amount. This form will be 
used with Standard Form 32 or such pro¬ 
visions as may be authorized for incor¬ 
poration in particular classes of con¬ 
tracts. Standard Form 36 may be used 
to provide additional space if DD Form 
351-1 is not sufficient. 

§ 1006.1411 Order and voucher for 
purchase of supplies or services other 
than personal: DA AGO Form 383. (a) 
This form of contract consists of DA 
AGO Forms 383 (front side), and 383a 
(reverse side), with memorandum copies 
(yellow). DA AGO Form 383c (yellow) 
is the carbon copy of DA AGO Form 383. 
and DA AGO Form 383a (yellow) is the 
carbon copy of DA AGO Form 383a. 
The form is used in connection with 
the small purchases procedure author¬ 
ized under Air Force Regulation 70-15. 

(b) A continuation sheet (DA ACiO 
Form 383b), is provided for this form 
with reverse side blank. DA AGO Form 
383d (yellow) is the carbon copy of DA 
AGO Form 383b; both of these forms are 
available in cut-sheet and 10-copy car¬ 
bon interleaved snap-out form. 

§ 1006.1412 Purchase order; WD Form 
18. (a) WD Form 18 is used for nego¬ 

tiated purchases only. The Conditions 
appearing on the reverse of this form are 
now obsolete and are replaced by Stand¬ 
ard Form 32, General Provisions, which 
form will be used with WD Form 18. 
Standard Form 36, Continuation Sheet, 
may be used with this form when addi¬ 
tional space is required. 

(b) This form is available for optional 
use for procuring any supplies or services 
(other than personal) regardless of the 
number of payments involved, where; 

(1) The amount of the purchase is 
less than $100,000. 
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(2) No special contract provisions are 
required, the insertion of which in the 
particular case would unduly complicate 

the form. 

(3) Signature by the contractor evi¬ 
dencing acceptance of the order is not 
required, and is not desired. Signature 
by the contractor is not required where 
the amount of the order is not in excess 
of $5,000, or the amount of the order 
is in excess of $5,000 but less than 
$100,000. and the order is preceded by 
an oral or written quotation or is based 
on a price list. 

(c) Where purchases exceed $1,000, 
Standard Form 32 will be attached to 
the form. Where purchases do not ex¬ 
ceed $1,000, a continuation sheet, in lieu 
of Standard Form 32, will be attached 
containing the following contract 
clauses: 

(1) Convict labor as set forth in 
§ 406.103—5 of this title. 

(2) Nondiscrimination in employment 
as set forth in § 406.103-18 of this title. 

(3) Officials not to benefit as set forth 
in § 406.103-19 of this title. 

(4) Covenant contingent fees as set 
forth in § 406.103-20 of this title. 

(5) Renegotiation. (Insert the same 
clause authorized for DA AGO Form 383 
in Air Force Regulation 70-15A, January 
31, 1952.) 

(6) Ceiling prices as set forth in 
5 406.103-22 of this title. In either 
event, additional or optional contract 
clauses shall be inserted on continuation 
sheets as required by the Armed Services 
Procurement Regulation, Subchapter J 
of this chapter, or procuring activity 
instructions. 

§ 1006.1413 Delivery order; DA AGO 
Form 383. (a) Pending the develop¬ 

ment of a Department of Defense de¬ 
livery order form, DA AGO Form 383 is 
authorized for use as a delivery order in 
accordance with Air Force Regulation 
70-15. 

(b) Delivery orders are used to place 
orders under existing contracts, and are 
signed by the contracting officer only and 
not by the contractor. 

5 1006.1414 Contract for purchase of 
services other than personal; AF Form 
195. AF Form 195 is authorized for use 
in the procurement of services of archi¬ 
tect-engineers on a fixed-price basis, 
after negotiation, in accordance with 
Air Force Regulation 93-13. 

§ 1006.1415 Contract for movement of 
household goods and effects; DD Form 
327. (a) DD Form 327 will be used in 

accordance with the instructions con¬ 
tained in section II, Commercial Traffic 
Bulletin 13, 1946. 

(b) This form is not applicable for 
use in effecting procurement outside the 
United States, its Territories and Pos¬ 
sessions. Authority is granted for the 
Commanding General, Air Materiel 
Command, to prescribe suitable forms 
for such procurement, using this form 
as a general guide. 

§ 1006.1416 Invitation for bids (con¬ 
struction contract); WD Standard Pro¬ 
curement Form 116. (a) WD Standard 
Procurement Form 116 is prescribed for 
use in the procurement of construction 
by formal advertising pending the prep¬ 
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aration of a revised Invitation for Bids 
(construction contract) form. This 
form may be reproduced locally on 
8 x 10 % paper by use of stencil, master, 
direct-image plate or typewriter only. 
Printing by typesetting or photo-mecha¬ 
nized process is prohibited. 

WD Standard Procurement Form 110 

Bid No.. Bidder. 

(Do not write above this line) 
Serial No... 

INVITATION FOR BIDS 
(CONSTRUCTION CONTRACT) 

(Address) _- 

(Date) . 

Project: 

1. Sealed bids in__ (duplicate 

unless otherwise specified herein) will be 

received until__ 19__ and then 

publicly opened, for furnishing all plant, 
labor, materials, and equipment and per¬ 
forming all work for the above-described 
project in strict accordance with the speci¬ 
fications, schedules, drawings, and addenda 
as follows: 

2. Bids will be submitted in sealed enve¬ 
lopes upon the attached Government Form 
of bid. and marked in the upper left-hand 

corner “Bid under Serial No._to 

be opened__ 19_the serial 

number indicating the project for which 
the bid is submitted. The bidder who is 
awarded the contract will be required to ex¬ 
ecute the contract form for construction 
(MCI* Form 71-4) which is attached hereto. 

3. The right is reserved, as the interest 
of the Government may require, to reject 
any and all bids, to waive any informality 
in bids received, and to accept or reject any 
or all items of any bid, unless the bidder 
qualifies such bid by specific limitation. 

4. Bid bond on Standard Form 24 in a 

penal sum of not less than_percent of 

the bid price (20 percent unless otherwise 
specified) will be required with each bid if 
the bid price is in excess of $2,000. 

5. Bidders should carefully examine the 
drawings and specifications, visit the site of 
the work, and fully inform themselves as to 
all conditions and matters which can in any 
way affect the work or the cost thereof. 
Should a bidder find discrepancies in, or 
omissions from, the drawings, specifications, 
or other documents, or should he be in doubt 
as to their meaning, he should at once notify 
the Contracting Officer and obtain clarifica¬ 
tion prior to submitting any bid. 

6. Each bidder *(shall inclose with his bid) 
(shall furnish upon request) a statement of 
whether he is now or ever has been engaged 
In any work similar to* that covered by the 
specifications herein, the year in which such 
work was performed, and the manner of its 
execution, and giving such other information 
as will tend to show the bidder’s ability to 
prosecute the required work. 

7. The bidder shall state in his bid that 
he has available or under his control plant 
of the character and in the amount required 
to complete the proposed work within the 
specified time. Each bidder shall, ’(upon 
request by the Contracting Officer), furnish 
a list of the plant proposed for use on the 
work. 

8. Where sets of drawings are requested 

by bona fide bidders a maximum of_ 

-sets will be furnished any one bidder. 

1 A deposit of $--per set will 

be required to insure their return. The 
deposit should be in the form of a United 
States money order or a certified check made 
payable to the “Treasurer of the United 
States.*' The deposit, if made, will be re¬ 
funded if the drawings are returned in good 
condition, transportation prepaid, to the 


*1)61616 inapplicable provision. 


issuing office within 15 days after the opening 
of bids. 

9. When not otherwise specified in para¬ 
graph 1 of the Special Conditions of the 
attached specifications, the bidder must 
state the least number of calendar days 
(counting Sundays and holidays) after date 
of receipt of notice to proceed in which he 
will complete performance. In stating time, 
the bidder should make due allowance for 
probable difficulties vtfilch may be encoun¬ 
tered. For the purpose of comparing bidft, 
there will be added to each bid other than 
the one offering to complete in the shortest 
time, an amount equal to the dally liqui¬ 
dated damages named in the Special Condi¬ 
tions of the attached specification multiplied 
by the number of calendar days that such 
bidders have % named for performance of the 
work in excess of the days named by the 
bidder proposing to do the work in the short¬ 
est time. 

10. Modifications prior to date set for 
opening bids. The right is reserved, as the 
interest of the Government may require, to 
revise or amend the specifications and/or 
drawings prior to the date set for opening 
bids. Such revisions and amendments, if 
any, will be announced by an addendum or 
addenda to this Invitation for Bids. Copies 
of such addenda as may be issued will be 
furnished to all prospective bidders. If the 
revisions and amendments are of a nature 
which require material changes in quantities 
or prices bid or both, the date set for opening 
bids may be postponed by such number of 
days as in the opinion of the Contracting 
Officer will enable bidders to revise their bids. 
In such case, the addendum will Include an 
announcement of the new date for opening 
bids. 

§ 1006.1417 Bid (construction con¬ 
tract) ; WD Standard Procurement Form 
117. WD Standard Procurement Form 
117 is prescribed for use in the procure¬ 
ment of construction by formal advertis¬ 
ing pending the preparation of a revised 
bid (construction contract) form. This 
form may be reproduced locally on 8 x 
10% paper by use of stencil, master, di¬ 
rect-image plate or typewriter only. 
Printing by typesetting or photo-mech¬ 
anized process is prohibited. 

WD Standard Procurement Form 117 

Bid No. __ 

Serial No. _______ 

BID 

(CONSTRUCTION CONTRACT) 


(Address) 

Protect: 

In compliance with your Invitation for bids 

dated---the undersigned 

hereby proposes to furnish the plant, labor, 
materials, and equipment and perform ail 
work for the above-described project In strict 
accordance with the specifications, schedules, 
drawings, and addenda numbered— 

for consideration of: *(__ 

dollars and-cents) and agrees. 

upon receipt of written notice of an award 

of the contract within_days (30 days 

unless otherwise specified herein), after the 
date of opening of the bids, that he will 
execute the contract (MCP Form 71-4), in 
accordance with this bid as accepted, and if 
the consideration of the contract wUl exceed 
$2,000 in amount will furnish to the Gov¬ 
ernment a performance bond on 8tandard 
Form 25 or Standard Form 25B and a pay¬ 
ment bond on Standard Form 25A or Stand¬ 
ard Form 25C with good and sufficient surety 
or sureties, as required by the specifications, 
at the time that the contract is executed. 
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The bidder further agrees that If awarded 
the contract he will commence to work 

within -J_calendar days after receipt 

of written notice to proceed J ( provide the 
plant and equipment as set forth in at¬ 
tached schedule) and that he ^wlll fully 
complete the work ready for use not 

later than-calendar 

days after the date of receipt of notice to 
proceed) * (will prosecute the work at an 

average rate of not less than- 

cubic yards per month after the limiting date 
fixed for commencement as specified in para¬ 
graph SC-1 of the specifications.) 

Security (Bid Bond—Standard Form 24) if 
required by the invitation is Inclosed. 

Non:: If the bidder is a corporation, indi¬ 
cate State of incorporation under signature; 
and if a partnership, give full names of all 
partners. 

By. 


(Title) 


(Business address) 

§ 1006.1418 Request for proposal and 
contractor's proposal (short form); WD 
Form 104. (a) WD Form 104 is a short 

form and is used for negotiated pur¬ 
chases only. It may be used for pro¬ 
curement by negotiation of supplies 
(excluding construction work) for small 
amounts where effective competition 
exists and where the information to be 
obtained from suppliers may ordinarily 
be confined substantially to the quota¬ 
tion of prices. 

(b) Changes may be made in this form 
to accommodate the needs of the par¬ 
ticular procurement. This also applies 
to the statutory authority now appear¬ 
ing on the form, which should be Public 
Law 413, 80th Congress. Wherever the 
statutory citation has not been changed, 
the form will be corrected and certain 
other minor changes made. 

§ 1006.1419 Request for proposal and 
contractor's proposal (long fonn); WD 
Forms 105 , 105A, 105B, and 105C. (a) 

This long form, which consists of WD 
Forms 105, Request for Proposal and 
Contractor’s Proposal; 105A, Cost Analy¬ 
sis; 105B, List of Subcontracts and Sup¬ 
ply Orders; and 105C, Instructions for 
Completing WD Form 105, is used for 
negotiated purchases only. These forms 
may be used for procurement, by negotia¬ 
tion, of supplies other than construction, 
when, in the opinion of the contracting 
officer, detailed cost or price information 
should be obtained from suppliers as an 
aid to adequate negotiation. Within the 
scope of the foregoing rule, the Air Ma¬ 
teriel Command may prescribe more pre¬ 
cisely the size and types of procurement 
for which these forms are to be used. 

(b) The use of the related forms with 
WD Form 105 is discretionary. The pro¬ 
curement office is required to select and 
specify (within established limits) the 
data expected. Thus, the procurement 
office has latitude to use the related 
forms according to the necessities of par¬ 
ticular situations, and may relieve the 
supplier of the task of compiling infor¬ 
mation which is not pertinent to the 
procurement or which is already known 
to the procurement office. No contractor 
will be asked to complete the forms re- 


1 Delete inapplicable provision. 


lated to WD Form 105 with respect to 
information which will not be pertinent 
or useful in properly effecting the par¬ 
ticular procurement, or which is already 
on file with the procurement office. 
Where necessary, the information ob¬ 
tained through the use of the form may 
be clarified or amplified through cor¬ 
respondence or personal negotiation. 
The information submitted in or with 
WD Form 105 and related forms will be 
used as a basis of negotiations with the 
prospective contractor, in accordance 
with the Armed Services Procurement 
Regulation, Subchapter J of this chapter, 
and any other instructions that may be 
in force from time to time. One copy 
of WD Form 105C, Instructions for Com¬ 
pleting WD Form 105, should be sent to 
each contractor along with the neces¬ 
sary member of counterparts of WD 
Form 105. 

(c) Changes may be made in these 
forms to accommodate the needs of the 
particular procurement. This also ap¬ 
plies to the statutory authority which 
is Public Law 413, 80th Congress. Wher¬ 
ever the statutory citation has not been 
changed, the form will be corrected and 
certain other minor changes made. 

§ 1006.1420 Contractor's statement of 
contingent or other fees for soliciting or 
securing contract; Standard Form 119. 
Standard Form 119 will be used without 
deviation in cases in which: 

(a) JAAF PC 12, 1950, requires its use, 
and 

(b) The Contracting Officer desires to 
obtain information from contractors 
or prospective contractors concerning 
whether they have employed or retained 
any company or person (other than a 
full-time employee) to solicit or obtain 
contracts. 

§ 1006.1421 Abstract of bids (short 
form); WD Form 14. This form con¬ 
sists of one sheet printed on both sides. 
Inapplicable instructions appearing on 
the reverse of this form will be disre¬ 
garded. 

§ 1006.1422 Abstract of bids (long 
form); WD Form 29. This form con¬ 
sists of one sheet printed on both sides. 
Inapplicable instructions appearing on 
the front page of this form will be dis¬ 
regarded. 

§ 1006.1423 Abstract of bids (long 
form—continuation sheet); WD Form 
29A. This form consists of one sheet 
printed on both sides. 

§ 1006.1424 Standard forms of bonds 
for Government contracts, (a) The fol¬ 
lowing Standard Forms, revised Novem¬ 
ber 1950, have been prescribed for use 
with Government contracts: 

a. Standard Form 24, Bid Bond. 

b. Standard Form 25, Performance Bond. 

c. Standard Form 25A. Payment Bond. 

d. Standard Form 27, Performance Bond 
(Corporate Cosurety Form). 

e. Standard Form 27A, Payment Bond 
(Corporate Cosurety Form). 

f. Standard Form 27B. Continuation Sheet 
(Corporate Cosurety Bond). 

g. Standard Form 34, Annual Bid Bond. 

h. Standard Form 35, Annual Performance 
Bond. 

(b) Present supplies of Standard 
Forms of Bonds for Government con¬ 
tracts (24, 25, 25-A, 25-B, 25-B1, 25 r B3, 


25-C, 25-C1, 25-C3, 34, and 35) may be 
used until exhausted. 

§ 1006.1425 Security agreement; DD 
Form 441. Department of Defense Se¬ 
curity Agreement, DD Form 441 will be 
used in the following instances: 

(a) For all precontract negotiations in 
which classified security information is 
furnished to a bidder and a DD Form 
441 has not been executed. 

(b) For effecting a new Security 
Agreement upon expiration of Security 
Agreements now in effect. 

(c) As a substitution for February 
1951 edition of DD Form 441, where the 
provisions of section I (B), “Security 
Controls, 0 are applicable for the security 
protection or cryptographic information 
or “Restricted Data.*’ 

(d) When the prospective bidder or 
contractor desires to exercise the option 
to execute the revised Security Agree¬ 
ment in lieu of the February 1951 edition 
presently in effect. 

Note: A substantial revision of this part 
is currently underway within the Depart¬ 
ment of the Air Force. This revision, when 
issued, will be published promptly in the 
Federal Register. 

rSEAL] K. E. Thiebaud, 

Colonel , U. S. Air Force, 

Air Adjutant General 

(F. R. Doc. 53-7095; Filed, Aug. 12. 1953; 

8:45 a. m.l 


TITLE 43—PUBLIC LANDS: 
INTERIOR 

Chapter I—Bureau of Land Manage¬ 
ment, Department of the Interior 

Appendix—Public Land Orders 

(Public Land Order 910J 
Alaska 

WITHDRAWING PUBLIC LANDS FOR USE OF 
THE DEPARTMENT OF THE ARMY FOB 
MILITARY PURPOSES 

By virtue of the authority vested in 
the President and pursuant to Executive 
Order No. 10355 of May 26, 1952 (17 F. R. 
4831), it is ordered as follows: 

Subject to valid existing rights the 
following-described public lands are 
hereby withdrawn from all forms of ap¬ 
propriation under the public-land laws, 
including the mining and mineral-leas¬ 
ing laws, and reserved for the use of the 
Department of the Army for military 
purposes: 

Beginning at a point, from which Station 
1146-69.4 on the Alaska Highway, as estab¬ 
lished by the Bureau of Public Roads and 
which lies northwesterly 8 miles from the 
west bank of the Gerstle River, bears North 
31 • 24' E., 15.840 feet, approximate latitude 
63°50' N„ longitude 145*12' W.. thence 

S. 31* 24' W.. 23.760.0 feet: 

S. 58* 36' E.. to a point In the west bank of 
the Gerstle River; 

Northeasterly, along the west bank of the 
Gerstle River to the south right-of-way 
line of the Alaska Highway; 

N. 61° 41.5' W., 1320.0 feet; 

S. 56* 30' W.. 19.049.5 feet; 

N. 58* 86' W., 34,124.88 feet to the point at 
beginning. 

The tract described contains approxi¬ 
mately 20,000 acres. 
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It is intended that the lands described 
above shall be returned to the Admin¬ 
istration of the Department of the In¬ 
terior when they are no longer needed 
for the purposes for which they are re¬ 
served. 

Orme Lewis, 

Assistant Secretary of the Interior . 
August 7, 1953. 

IF. R. Doc. 53-7099: Filed, Aug. 12, 1953; 
8:46 a. m.] 


[Public Land Order 911] 

Colorado 

WITHDRAWING PUBLIC LANDS FOR USE OF 
ATOMIC ENERGY COMMISSION 

By virtue of the authority vested in 
the President and pursuant to Executive 
Order No. 10355 of May 26, 1952 (17 F. R. 
4831), it is ordered as follows: 

Subject to valid existing rights, the 
public lands in the following-described 
areas in Colorado are hereby withdrawn 
from all forms of appropriation under 
the public-land laws, including the min¬ 
ing and mineral-leasing laws, and re¬ 
served for the use of the Atomic Energy 
Commission: 

New Mexico Principal Meridian 

T. 47 N., R. 20 W. (partly unsurveyed), 

Secs. 1 and 2; 

Secs. 10 and 11. 

The areas described aggregate 2,560 

acres. 

This order shall take precedence over 
but shall not otherwise modify depart¬ 
mental order of April 8, 1935, establish¬ 
ing Colorado Grazing District No. 4. 

It is intended that the lands above de¬ 
scribed shall be returned to the admin¬ 
istration of the Department of the In¬ 
terior when they are no longer needed 
for the purpose for which they are re¬ 
served. 

Orme Lewis, 

Assistant Secretary of the Interior . 
August 7, 1953. 

(F. R. Doc. 53-7096; FUed, Aug. 12. 1953; 
8:45 a. m l 


TITLE 47—TELECOMMUNI¬ 
CATION 

Chapter I—Federal Communications 
Commission 

Part 2— Frequency Allocations and 
Radio Treaty Matters; General Rules 
and Regulations 

miscellaneous amendments to list of 
treaties 

In the matter of amendment to Ap¬ 
pendix A to Part 2 of the Commission's 
rules and regulations, list, for informa¬ 
tion only, of treaties. 

At a session of the Federal Communi¬ 
cations Commission held at its offices in 
Washington. D. C., on the 5th day of 
August 1953; 

The Commission having under con¬ 
sideration Appendix A to Part 2 of its 
rules and regulations; and 


It appearing, that the proposed 
change is not substantive and does not 
in any way affect the requirements of 
any of the Commission's rules and regu¬ 
lations; and % 

It further appearing, that because of 
the informational nature of the proposed 
changes, notice and public procedure 
thereon as prescribed by section 4 (a) of 
the Administrative Procedure Act is un¬ 
necessary. and that this order may be 
made effective immediately for the same 
reasons. 

It is ordered, That, effective immedi¬ 
ately. Appendix A to Part 2 of the Com¬ 
mission’s rules and regulations is 
amended as set forth below. 

(Sec. 4, 48 Stat. 1066 as amended; 47 U. S. C. 
154) 

Released: August 7, 1953. 

Federal Communications 
Commission. 

[seal] W. P. Massing, 

Acting Secretary . 

1. Amend date which is included in 
the title of Appendix A to read as fol¬ 
low’s: “(As of July 1, 1953).** 

2. Under Paragraph 1: “1937, TS 938“ 
add the following parenthetical nota¬ 
tion: “(Not available at Government 
Printing Office).” 

3. Under Paragraph 1: “1941, EAS 

227” add the following parenthetical 
notation: “(Not available at Govern¬ 
ment Printing Office).'* 

4. Under Paragraph 1: “1949—Inter- 
American Radio Agreement—"add TIAS 
2489 as the Series number and delete 
the parenthetical notation at the end 
of the subject matter. 

5. Under Paragraph 1: “1950—Radio 
communications betwen amateur sta¬ 
tions on behalf of third parties—Ecua¬ 
dor” add TIAS 2433 as the Series number 
and delete the parenthetical notation. 

6. Under Paragraph 1: Add the fol¬ 
lowing chronologically: 

1951 TIAS 2459 Agreement between 
the United States of America and Cuba con¬ 
cerning the control of electromagnetic radi¬ 
ation. Entered into force: December 18, 
1951. 

7. Under Paragraph 1: Add the fol¬ 
lowing chronologically: 

1951 TIAS 2259 Use of Facilities of 
Radio Ceylon. Agreement between the 
United States and Ceylon. Entered into 
force: May 14. 1951. 

8. Under Paragraph 1: “1952—Radio 
communications between amateur sta¬ 
tions on behalf of third parties—Cuba” 
add TIAS 2520 as the Series number ^nd 
delete the parenthetical notation. 

9. Under Paragraph 1: “1952—Treaty 
with Canada effective May 15, 1952“ add 
TIAS 2508 as the Series number and 
delete the last sentence of the subject 
matter. 

10. Under Paragraph 1; Add the fol¬ 
lowing chronologically: 

1952 TIAS 2705 London Revision 
(1952) of the London Telecommunications 
Agreement (1949) between the United States 
and Canada and Certain British Common¬ 


wealth Governments. Entered Into force: 
Oct. 11, 1952 (Not available at Government 
Printing Office). 

11. Under Paragraph 1: Add the fol¬ 
lowing chronologically: 

1952 TIAS 2548 United States and 
Denmark. Registration of Frequencies Used 
in Greenland by United States authorities. 
Entered into force: April 4, 1952. 

12. Under Paragraph 1: “1952—Agree¬ 
ment between the United States of 
America and Canada which Assigns Tele¬ 
vision Frequency Channels to Cities 
within 250 Miles of the United States- 
Canada Border” add TIAS 2594 as the 
Series number. 

13. Under Paragraph 1: Add the fol¬ 
lowing chronologically: 

1948 TIAS 2495 International Con¬ 
vention for the Safety of Life at Sea and 
annexed Regulations. Signed at London, 
June 10. 1948. Entered Into force: Novem¬ 
ber 19. 1952. 

14. Under Paragraph 1: Delete the 
following: 

1929 TS 910 Safety of Life at Sea 
Convention with Regulations between the 
United States of America and Other Powers, 
signed at London May 31, 1929. 

15. Under Paragraph 1: Delete the 
following: 

1930 TS 921 Amendment to Regula¬ 
tion XIX of Annex 1 to the Safety of Life at 
Sea Convention. December 31, 1930. 

16. Under Paragraph 2: Add the fol¬ 
lowing in chronological order: 

1929 TS 910 Safety of Life at Sea 
Convention with Regulations between the 
United States of America and Other Powers, 
signed at London May 31. 1929. Denuncia¬ 
tion notified by the United States November 
19, 1952, to be effective November 19, 1953. 

17. Under Paragraph 2: Add the fol¬ 
lowing chronologically: 

1930 TS 921 Amendment to Regu¬ 
lation XIX of Annex 1 to the Safety of Life 
at Sea Convention. December 31, 1930. 
Denunciation notified by the United States 
November 19. 1952, to be effective November 
19, 1953. 

18. Under Paragraph 3: “1952—Agree¬ 
ment between the United States of Amer¬ 
ica and Canada for the purpose of 
promoting Safety on the Great Lakes by 
Means of Radio. The Agreement ap¬ 
plies to vessels of all countries as pro¬ 
vided for in Article 3—etc.”, amend the 
entire entry to read as follows: “1952— 
Agreement between the United States 
of America and Canada for the purpose 
of promoting Safety on the Great Lakes 
by Means of Radio. The Agreement ap¬ 
plies to vessels of all countries as pro¬ 
vided for in Article 3. Enters into force: 
November 13,1954. (Not available at the 
Government Printing Office.) 

19. Under Paragraph 3: Delete the 
following: “1948—International Conven¬ 
tion for the Safety of Life at Sea and 
annexed Regulations. Signed at Lon¬ 
don, June 10, 1948. Enters into force: 
November 19, 1952, subject to the provi¬ 
sions of Article 11 of the Convention.” 

(F. R. Doc. 53-7134; Filed. Aug. 12, 1953; 

8:53 a. m.] 
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PROPOSED RULE MAKING 


FEDERAL COMMUNICATIONS 
COMMISSION 
[ 47 CFR Part 9 ] 

Aeronautical Services 

LIGHTER-THAN-AIR CRAFT FREQUENCIES 

In the matter of amendment of Part 
9 of the Commission’s rules and regula¬ 
tions governing Aeronautical Services; 
Docket No. 10623. 

1. Notice is hereby given of proposed 
rule making in the above-entitled matter. 

2. It is proposed to amend § 9.315 of 
Part 9 of the Commission’s rules and 
regulations governing aeronautical serv¬ 
ices as shown below, in order to permit 
the United States to put into effect the 
Atlantic City (1947) Table of Frequency 
Allocations in accordance with the pro¬ 
visions of the Agreement concluded at 
the Extraordinary Administrative Radio 
Conference (Geneva 1951), by deleting 
the frequencies 6615 kc. and 11910 kc. 
as frequencies available for assignment 
to lighter-than-air craft and to aero¬ 
nautical stations serving lighter-than- 


air craft. Under the EARC Agreement 
these frequencies are no longer available 
for this service. The frequencies 6615 kc. 
and 11910 kc. are not being replaced with 
frequencies which may be assigned solely 
for lighter-than-air operations since the 
aeronautical mobile (R) frequencies are 
available for assignment to lighter- 
than-air craft and the aeronautical sta¬ 
tions serving the lighter-than-air craft 
in the same manner and extent as they 
are available for assignment to aero¬ 
nautical land and aircraft radio stations. 

3. The proposed amendment is issued 
under the authority of sections 303 (c), 
(f), and (r) of the Communications Act 
of 1934, as amended. 

4. Any interested person may file with 
the Commission on or before August 25, 
1953, a written statement or brief in 
support of, or in opposition to, the pro¬ 
posed amendment. Comments or briefs 
in reply to the original comments or 
briefs may be filed within 10 days from 
the last day for filing the said original 
comments or briefs. The Commission 
will consider such comments, briefs, and 
statements before taking action in this 


matter. If any comments are received 
which appear to warrant the Commis¬ 
sion in holding an oral argument be¬ 
fore final action is taken, notice of the 
time and place of such oral argument 
will be given such interested parties. 

5. In accordance with the provisions 
of § 1.764 of the Commission’s rules, an 
original and 14 copies of all statements, 
briefs, or comments shall be furnished 
the Commission. 

Adopted: August 5, 1953. 

Released: August 7, 1953. 

Federal Communications 
Commission, 

[seal! W. P. Massing, 

Acting Secretary. 

Section 9.315 is amended by adding the 
frequency 3281 kc. to the list of frequen¬ 
cies w T hich may be assigned to lighter- 
than-air craft and to aeronautical 
stations serving lighter-than-air craft 

[P. R. Doc. 53-7133; Piled, Aug. 12, 1953; 
8:53 a. m.J 


NOTICES 


DEPARTMENT OF THE INTERIOR 

Bureau of Land Management 

Montana 

restoration order under federal power 

ACT POWER SITE RESERVE NO. 164 

August 6,1953. 

Pursuant to determination DA-140- 
Montana, of the Federal Power Commis¬ 
sion issued July 10, 1953, and in accord¬ 
ance with Order No. 427, section 2.22 (a) 
(4) of the Director, Bureau of Land 
Management, approved August 16. 1950 
(15 F. R. 5641). it Is ordered as follows: 

Subject to valid existing rights and the 
provisions of existing withdrawals the 
lands hereinafter described so far as they 
are withdrawn and reserved for power 
purposes are hereby restored to the 
status of public domain under the public 
land laws as provided by law, subject to 
the provisions of section 24 o" the Federal 
Power Act of June 10,1920 (41 Stat. 1075; 
16 U. S. C. 813), as amended, and subject 
to the reservation and stipulation of the 
right of the United States, its permittees 
or licensees to use the land for power 
purposes, that no use shall be made by 
others which will in any way interfere 
or be inconsistent with the use of the 
land by the United States, its permittees, 
or licensees for power purposes; that any 
structures, machinery, or improvements 
placed thereon which shall be found to 
interfere with power development shall 
be removed or relocated as may be nec¬ 
essary to eliminate interference with 
such development, without expense to 
the United States, its permittees or li¬ 


censees, and that the United States, its 
permittees or licensees shall not be held 
liable for any damage to structures, ma¬ 
chinery or improvements placed thereon 
resulting from construction, operation 
or maintenance of hydroelectric power 
facilities authorized by the United States. 

Principal Meridian, Montana 

T. 6 N., R. 5 W.. 

Sec. 9. W|/ 2 , 

sec. 14, sy 2 swy 4t 

Sec. 15, SV 2 NW 1 / 4 , SWVi. S^SE» 4 . 

Sec. 17. E&NE 14 , SWViNW‘4, S*4, 

Sec. 22. N%, NEV 4 SWV 4 . NWJ.4SEV4. 

Sec. 23. N»/ 2 . N»/ 2 SEV4.8E%SEft. 

Sec. 24, NW/4NWV4. S&NW 14 . SW’4. 

NWV4SEU. S1/2SE14, 

Sec. 25. NE»/ 4 , N‘/ a NW>4. SE^NWft, 

N&SBV4. 

T. 6 N., R. 4 W.. 

Sec. 30. lot. 3, E»/ 2 SW«4. 

Sec. 31. 8W54NWV4NEV4. NEV 4 NW»4. 

The area described aggregates 2,928.89 
acres. 

The land is rolling to rough and is pri¬ 
marily valuable and suitable for wildlife 
purposes, watershed protection, timber 
prdouction and limited grazing use. 
None of the land is suitable for agricul¬ 
tural purposes. 

No applications for these lands may 
be allowed under the homestead, small 
tract, desert land, or any other non¬ 
mineral public land laws, unless the 
lands have already been classified as 
valuable or suitable for such type of ap¬ 
plication, or shall be so classified upon 
consideration of an application. Appli¬ 
cations filed involving any or all of these 
lands must describe the land in accord¬ 


ance with the most recent approved plat 
of survey. 

The land described shall be subject 
to application by the. State of Montana 
for a period of 90 days from the date 
of publication of this order in the Federal 
Register for a right of way for public 
highways or a source of materials for 
the construction and maintenance of 
such highways, subject to section 24 of 
the Federal Power Act, as amended, and 
the stipulations herein provided. 

This order shall not otherwise affect 
the status of the lands until 10:00 a. m. 
on the 91st day after date of the publi¬ 
cation of this order in the Federal Reg¬ 
ister. At that time, the land shall be 
subject to application, petition, location 
and selection, subject to valid existing 
rights, the provisions of existing with¬ 
drawals the requirements of applicable 
laws and the 90 day preference right 
filing period for veterans and others en¬ 
titled to* preference under the act of 
September 27. 1944 (50 Stat. 747; 43 
U. S. C. 279-284) as amended. 

W. B. Wallace, 
Regional Administrator. 

|F. R. Doc. 53-7136; Filed, Aug. 12, 1953; 

8:54 a. m.J 


Geological Survey 

California and Wyoming 

DEFINITIONS OF KNOWN GEOLOGIC STRUC¬ 
TURES OF PRODUCING OIL AND GAS 
FIELDS 

Former paragraph (c) of § 227.0, Pail; 
227. Title 30, Chapter II, Code of Fed- 
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eral Regulations (1947 Supp.), codifica¬ 
tion of which has been discontinued by 
a document published in Part n of the 
Federal Register dated December 31. 
1948. is hereby supplemented by the ad¬ 
dition of the following list of structures 
defined effective as of the dates shown: 

Name or Field, Effective Date, and Acreage 


(1) CALIFORNIA 


Coftlintra Eastslde Field (addi¬ 
tional). 

Cymric Field (revision). 

MrKittrirlr Field prevision).... 

Santiago Field....- 

South Be Ir id go Field (addi¬ 
tional). 

South Mountain Field__ 

Apr. 9,1953 

May 25.1953 

.do. 

Mar. 20,1947 
Apr. 9,1953 

_do_ 

10,743 

4, 842 
5,087 
590 
11.501 

2,390 



m WYOMIS-O 

Cole Creek Field (revision)_ 

FpK 24,1953 

3.080 

Ea«t Sussex Field... 

Sept. 14, 1951 

1.440 

Little Buck Creek Field (revi¬ 

Jane 9,1951 

1.100 

sion). 



Meadow Creek Field,. 

Mar. 13,1952 

6,101 

North Sage Spring Creek Field. 

Apr. 9,1952 

1,320 

Sktill ('reek Field (revision).... 

June 11,1953 

2,900 

South Teapot Field.. 

July 20,1951 

240 

Sussex Field... 

Jan. 22,1052 

1.023 

West Sussex Field. 

May 9,1952 

880 


W. E. WRATHER. 

Director. 


[P. R. Doc. 53-7135; Piled, Aug. 12, 1953; 
8:54 a. m.] 


Office of the Secretary 

Alaska 

NOTICE FOR FILING OBJECTIONS TO ORDER 
WITHDRAWING PUBLIC LANDS FOR USE OF 
THE DEPARTMENT OF THE ARMY FOR MIL¬ 
ITARY PURPOSES. 1 

For a period of 60 days from the date 
of publication of the above entitled order, 
persons having cause to object to the 
terms thereof may present their objec¬ 
tions to the Secretary of the Interior. 
Such objections should be in writing, 
should be addressed to the Secretary of 
the Interior, and should be filed in dupli¬ 
cate in tfie Department of the Interior, 
Washington 25. D. C. In case any objec¬ 
tion is filed and the nature of the oppo¬ 
sition is such as to warrant it, a public 
hearing will be held at a convenient time 
and place, which will be announced, 
where opponents to the order may state 
their views and where the proponents of 
the order can explain its purpose, intent, 
and extent. Should any objection be 
filed, whether or not a hearing is held, 
notice of the determination by the Sec¬ 
retary as to whether the order should be 
rescinded, modified or let stand will be 
given to all interested parties of record 
and the general public. 

Orme Lewis. 

Assistant Secretary of the Interior. 
August 7 , 1953. 

IF. R. Doc. 53-7098; Piled. Aug. 12, 1953; 

8:45 a. m.J 


' Se © Tltle 43 * Chapter I, Appendix, PLO 

910, supra. 


Colorado 

NOTICE FOR FILING OBJECTIONS TO ORDER 
WITHDRAWING PUBLIC LANDS FOR USE OF 
ATOMIC ENERGY COMMISSION 1 

For a period of 30 days from the date 
of publication of the above entitled or¬ 
der, persons having cause to object to 
the terms thereof may present their 
objections to the Secretary of the In¬ 
terior. Such objections should be in 
writing, should be addressed to the Sec¬ 
retary of the Interior, and should be 
filed in duplicate in the Department of 
the Interior, Washington 25, D. C. In 
case any objection is filed and the nature 
of the opposition is such as to warrant 
it. a public hearing will be held at a con¬ 
venient time and place, which will be 
announced, where opponents to the or¬ 
der may state their views and where the 
proponents of the order can explain its 
purpose, intent, and extent. Should any 
objection be filed, whether or not a 
hearing is held, notice of the determi¬ 
nation by the Secretary as to whether 
the order should be rescinded, modified 
or let stand will be given to all inter¬ 
ested parties of record and the general 
public. 

Orme Lewis, 

Assistant Secretary of the Interior. 
August 7, 1953. 

IP. R. Doc. 53-7097; Filed, Aug. 12. 1953; 

8:45 a. m.) 


DEPARTMENT OF COMMERCE 

Office of International Trade 

(Case No. 157B1 

Atlantic & Pacific Wire & Cable Co., 
Inc., et al. 

ORDER STAYING EFFECTIVENESS OF ORDER 
REVOKING AND DENYING LICENSE PRIVI¬ 
LEGES 

In the matter of Atlantic & Pacific 
Wire & Cable Co., Inc., Martin Oboler, 
President, Irving Rubin, Secretary and 
Treasurer, 112-01 Northern Boulevard, 
East Elmhurst, Long Island, New York; 
respondents; Case No. 157B. 

On application of the above-named 
respondents for a stay as to them of the 
denial order issued against them and 
others under date of July 17, 1953, pend¬ 
ing hearing and final decision of their 
appeal therefrom to the Appeals Board 
of the Department of Commerce, and it 
appearing that good cause exists for said 
stay, It is hereby ordered , That said de¬ 
nial order, issued on July 17, 1953, and 
published in the Federal Register on 
July 23, 1953 (18 F. R. 4345), be and is 
hereby stayed in all respects as to said 
respondents until final decision of their 
appeal therefrom by said Appeals Board. 

Dated: August 7, 1953. 

John C. Borton, 

Assistant Director for Export Supply . 

IP. R. Doc. 53-7128; Piled, Aug. 12, 1953; 
8:52 a. m.| 


1 See Title 43, Chapter I, Appendix, PLO 
911, supra. 


DEPARTMENT OF DEFENSE 

Department of the Army 

Camden Bridge Tolls 

TOLL CHARGES OF THE DELAWARE RIVER PORT 

AUTHORITY BRIDGE BETWEEN PHILADEL¬ 
PHIA. PA.. AND CAMDEN. N. J.; NOTICE OF 

PREHEARING CONFERENCE 

Reference is made to previous notice 
regarding Camden Bridge Tolls, pub¬ 
lished in 18 F. R. 4221, July 18. 1953. 
The above-entitled case is assigned for 
prehearing conference on August 17, 
1953, at 2 p. m., e. d. s. t., at the Camden 
County Court House. Camden. N. J.. for 
the purpose of formulating issues and 
considering: 

(1) The simplification of issues; 

(2) The necessity or desirability of 
amending the pleadings either for the 
purpose of clarification, amplification, 
or limitation; 

(3) The possibility of making admis¬ 
sions of certain averments of fact or 
stipulations concerning the use by any 
of the parties to the proceedings of mat¬ 
ters of public record, such as public re¬ 
ports and the like, to the end of avoiding 
the unnecessary introduction of proof; 

(4) The procedure at the hearing: 

(5) The limitation of the number of 
witnesses: 

(6) The propriety of prior mutual ex¬ 
change between or among the parties of 
prepared testimony and exhibits, and 

(7) Such other matters as may aid in 
the simplification of the evidence and 
disposition of the proceeding. 

Wm. E. Bergin, 

Major General, U. S . Army , 

The Adjutant General 

[P. R. Doc. 63-7131; Piled, Aug. 12, 1953; 
8:53 a. m.J 

DEPARTMENT OF AGRICULTURE 

Office of the Secretary 

Administrator, Production and Market¬ 
ing Administration 

DELEGATION OF AUTHORITY WITH RESPECT TO 
CERTAIN FUNCTIONS AND DUTIES 

Pursuant to the powers vested in me 
by the statutes of the United States, 
Executive Orders of the President and 
Reorganization Plan No. 2 of 1953 (18 
F. R. 3219), there is hereby delegated to 
the Administrator. Production and Mar¬ 
keting Administration, all authority of 
the Secretary of Agriculture with respect 
to the formulation and issuance of grades 
and standards, all matters pertaining to 
the commodity market news and grad¬ 
ing and inspection services, and the 
formulation and issuance of rules and 
regulations applicable thereto: Provided , 
however , That authority with respect to 
any of the aforementioned functions 
which is now vested in any other agency 
of the Department is not so delegated. 

The Administrator may redelegate, 
with or without power of redelegation, 
to any employee of the United States 
Department of Agriculture any or all 
the authority vested in him hereunder. 


























4840 


NOTICES 


All action heretofore taken by the Ad¬ 
ministrator with respect to the foregoing 
matters is hereby ratified and confirmed, 
and shall remain in full force and effect 
unless and until expressly modified, 
amended, suspended, revoked, or termi¬ 
nated. 

Done at Washington, D. C.. this 7th 
day of August 1953. 

[seal] E. T. Benson, 

Secretary of Agriculture. 

IF. R. Doc. 53-7123; Filed. Aug. 12, 1953; 

8:51 a. m.] 


FEDERAL COMMUNICATIONS 
COMMISSION 

[Docket No. 10346] 

• James Gerity, Jr. 

MEMORANDUM OPINION AND ORDER DESIG¬ 
NATING APPLICATION FOR HEARING ON 

STATED ISSUES 

In re application of James Gerity, Jr., 
Pontiac, Michigan; Docket No. 10346, 
File No. BP-8651; for construction per¬ 
mit. 

1. The Commission has before it for 
consideration the following pleadings 
concerning the above entitled applica¬ 
tion of James Gerity. Jr., for a new sta¬ 
tion at Pontiac, Michigan: 

(a) Petition for Rehearing, filed June 
8, 1953, by WKMH, Incorporated, li¬ 
censee of WKMF, Flint. Michigan; 

(b) Petition for Rehearing, filed June 
8, 1953, by Chief Pontiac Broadcasting 
Company; 

(c) Opposition to petition of Chief 
Pontiac for Rehearing, filed June 17, 

^ 1953, by James Gerity. Jr.; 

' (d) Joint Motion, filed June 17, 1953, 

by James Gerity, Jr. and WKMH, In¬ 
corporated; 

(e) Answer to Gerity’s Opposition, 
filed June 22, 1953, by Chief Pontiac; 

(f) Reply to Answer of Chief Pontiac, 
filed June 29. 1953, by James Gerity, Jr.; 

(g) Petition for Rehearing filed July 
3, 1953, by Chief Pontiac Broadcasting 
Company; and 

(h) Opposition to Chief Pontiac Pe¬ 
tition for Rehearing filed by James 
Gerity, Jr. on July 10, 1953. 

2. On November 12, 1952, the Com¬ 
mission adopted an Order providing for 
a consolidated hearing on three mutually 
exclusive applications, each requesting 
the use of the facility of 1460 kilocycles, 
with a power of 500 watts, unlimited 
time, at Pontiac, Michigan. Two of the 
three applications were dismissed shortly 
thereafter, leaving James Gerity, Jr., as 
the only remaining applicant for the 
Pontiac facilities in question. The 
Hearing Examiner opened the hearing 
on November 17. 1952. but immediately 
continued the hearing indefinitely to 
permit James Gerity, Jr., to file a peti¬ 
tion for reconsideration and grant of his 
application without further hearing. 
Such a petition w T as filed on January 22, 
1953, and on May 8, 1953, the Commis¬ 
sion adopted an Order (FCC 53-550) 
granting this petition and granting the 
Gerity application. On May 14, 1953, 
the Chief Pontiac Broadcasting Company 


filed a petition requesting the Commis¬ 
sion to set aside its action of May 8, 
1953, in granting the James Gerity, Jr., 
application. In addition the Chief 
Pontiac Broadcasting Company also filed 
an application for a new station in 
Pontiac, Michigan, requesting the very 
same facilities that the Commission 
granted to James Gerity, Jr., on May 8, 
1953. On June 3, 1953, the Commission, 
upon consideration of the facts and ar¬ 
guments set forth in the Chief Pontiac 
petition, adopted a Memorandum Opin¬ 
ion and Order (FCC 53-675) denying the 
petition and dismissing the Chief Pontiac 
application. 

3. Subsequent to the Commission’s 
actions of May 8, 1953, and June 3, 1953, 
granting the Gerity application and de¬ 
nying the Chief Pontiac petitions re¬ 
spectively. the parties involved have filed 
the pleadings set forth in Paragraph 1 
above. WKMH, Inc. (hereinafter called 
WKMF», in its petition for rehearing 
filed on June 8, 1953 (Pleading A) sought 
to have the Gerity giant set aside on 
several grounds. Subsequently, how¬ 
ever. WKMF and Gerity had discussions 
looking toward the reduction or elimi¬ 
nation of the interference to WKMF 
which would be caused by Gerity’s sta¬ 
tion. As a result of these discussions, 
WKMF and Gerity on June 17,1953, filed 
a joint motion (Pleading D) wherein 
WKMF ‘'scaled down’* its June 8, 1953, 
petition for rehearing so as to have its 
petition “considered solely as a protest 
under section 309 (c)” and Gerity con¬ 
sented to “WKMF*s petition insofar as 
it constitutes a protest under section 
309 (c)/' While the Chief Pontiac pe¬ 
tition for rehearing of June 8, 1953 
(Pleading B) simply restates the con¬ 
tentions and arguments set forth in its 
initial pleading of May 14, 1953, which 
the Commission denied on June 3, 1953 
(FCC 53-675). Chief Pontiac in its plead¬ 
ings of June 22, 1953, and July 3, 1953 
(Pleadings E and G, respectively) con¬ 
tends that Gerity’s change of position— 
from opposing to acquiescing to a section 
309 (c) proceeding—is conclusive proof 
that the Commission acted-illegally in 
granting the Gerity application. 

4. Chief Pontiac’s petitions for re¬ 
hearing (Items 1-B and 1-G above) must 
be dismissed on the ground that it was 
not aggrieved or adversely affected by 
the Commission’s order. Its only claim 
of interest is as an applicant, and it did 
not have that status at the time of the 
order in question. We reaffirm our con¬ 
clusion in Chief Pontiac Broadcasting 
Company (FCC 53-675) released June 5, 
1953, that Chief Pontiac has “sustained 
no legal prejudice’’ from the Gerity grant 
and our dismissal of Chief Pontiac’s be¬ 
lated application for the facilities 
granted to Gerity. 

5. On the other hand, WKMF’s claim 
of interference from the Gerity grant in 
issue must be recognized. There is no 
dispute to the fact that the Gerity oper¬ 
ation will cause WKMF to suffer a loss of 
1 percent of the population now receiv¬ 
ing service from WKMF. However we 
do not consider it necessary to recognize 
the WKMF petition for rehearing (Plead¬ 
ing A) as a protest under section 309 (c) 
of the Communications Act. We recog¬ 


nize it to be, as it was originally filed by 
WKMF, a sufficient and timely petition 
for rehearing filed pursuant to the pro¬ 
visions of section 405 of the Communica¬ 
tions Act of 1934, as amended, and we 
grant it as such. In doing so, however, 
we, for reasons to follow, are staying 
the effectiveness of our grant to Gerity 
rather than setting it aside. 

6. In the past, we, in honoring sec¬ 
tion 405 petitions for rehearing, have 
generally vacated the grants in issue. 
However such actions were matters of 
discretion and not required by the pro¬ 
visions of section 405. In light of the 
clear policy of Congress reflected in the 
section 309 (c) provision for postpone¬ 
ment rather than vacation in cases where 
the Commission has once determined a 
grant to be in the public interest, the 
Commission believes that in a case such 
as this it would be appropriate to apply 
the same policy even though a petition 
for reconsideration under section 405 is 
involved rather than a protest under sec¬ 
tion 309 (c). The facts of the case, 
rather than a petitioner’s sometimes for¬ 
tuitous choice of remedy (under section 
309 (c) or 405), should be given con¬ 
trolling effect in determining the status 
of a protested grant pending hearing. 

7. Accordingly, it is ordered, This 5th 
day of August 1953. that pursuant to 
section 309 (c) of the Communications 
Act of 1934. as amended, the above- 
entitled application of James Gerity. Jr. 
for a new station at Pontiac, Michigan 
is designated for hearing at a time and 
place to be designated in a subsequent 
order upon the following issues: 

1. To determine the areas and popu¬ 
lations which may be expected to gain 
or lose primary service from the opera¬ 
tion of the proposed station, and the 
availability of other primary service to 
such areas and populations. 

2. To determine the type and char¬ 
acter or program service proposed to be 
rendered and w’hether it would meet the 
requirements of the populations and 
areas proposed to be served. 

3. To determine whether the opera¬ 
tion of the proposed station would in¬ 
volve objectionable interference with 
Station WKMF, Flint, Michigan, and. if 
so, the nature and extent thereof, the 
areas and populations affected thereby. 
ihe availability of other primary service 
to such areas and populations, and the 
nature and character of the program 
service now* being rendered by Station 
WKMF to such areas and populations. 

It is further ordered. That the above 
issues are not adopted by the Commis¬ 
sion; hence, the burden of proceeding 
with the introduction of evidence and 
the burden of proof shall be on the 
Protestant. 

It is further ordered, That WKMH, 
Inc., licensee of Station WKMF. Flint, 
Michigan, is made a party to this pro¬ 
ceeding : 

It is further ordered. That the effec¬ 
tive date of the Commission’s action of 
May 8, 1953, in granting the above-en¬ 
titled application is postponed pending 
a final decision in the hearing ordered 
above. 

It is further ordered. That the above 
described petitions of WKMH, Inc., and 
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Chief Pontiac Broadcasting Company 
are in all other respects denied. 

Released: August 7, 1953. 

Federal Communications 
Commission, 

[seal] W. P. Massing, 

Acting Secretary. 

|F. R. Doc. 53-7132; Filed. Aug. 12. 1953; 
8:53 a. m.) 


FEDERAL POWER COMMISSION 

[Docket Nos. G-1668, G-1828. G-1998, 

G-2026, 0-2132, G-2133] 

Southern Union Gas Co. et al. 

NOTICE OF ORDER AFFIRMING INITIAL 
DECISION 

August 7, 1953. 

In the matters of Southern Union Gas 
Company. Docket Nos. G-1668, G-2132; 
El Paso Natural Gas Company, Docket 
Nos. G-1828, G-1998 and G-2133; West 
Texas Gas Company, Docket No. G-2026. 

Notice is hereby given that on July 31, 
1953, the Federal Power Commission is¬ 
sued its order adopted July 29, 1953, af¬ 
firming initial decision of Presiding Ex¬ 
aminer in the above-entitled matter. 

[seal! Leon M. Fuquay, 

Secretary. 

[F. R. Doc. 53-7108; Filed, Aug. 12, 1953; 
8:48 a. m.J 


[Docket No. 0-1792] 

Texas Eastern Transmission Corp. and 
Transcontinental Gas Pipe Line 
Corp. 

NOTICE OF ORDER ISSUING CERTIFICATE OF 
PUBLIC CONVENIENCE AND NECESSITY 

August 7, 1953. 

Notice is hereby given that on July 31, 
1953, the Federal Power Commission is¬ 
sued its order adopted July 29, 1953, 
amending order (17 F. R. 1398) issuing 
certificate of public convenience and 
necessity in the above-entitled matter. 

Tseal] Leon M. Fuquay. 

Secretary. 

[F. R. Doc. 53-7109; Filed. Aug. 12, 1953; 
8:48 a. m.J 


[Docket Nos. 0-2010. 0-2169, 0-2177J 

Northern Natural Gas Co. et al. 

NOTICE OF FINDINGS AND ORDERS 

August 7.1953. 

In the matters of Northern Natural 
Gas Company, Docket No. G-2010; As¬ 
sociated Natural Gas Company. Docket 
No. G-2169; The East Ohio Gas Com¬ 
pany, Docket No. G-2177. 

N° tice is hereby given that on July 30, 
1953. the Federal Power Commission is¬ 
sued its findings and orders adopted 
July 29, 1953, issuing certificates of pub¬ 
lic convenience and necessity in the 
above-entitled matters. 

Leon M. Fuquay. 
Secretary. 

IP. R. Doc. 53-7110; Filed, Aug. 12. 1953; 

8:48 a. m.J 


[Docket Nos. O-20G3, 0-2124, G-2125, G-2126, 
G-2140J 

Northern Natural Gas Co. et al. 

NOTICE OF ORDER SEVERING PROCEEDINGS 
AND OMITTING INTERMEDIATE DECISION 
PROCEDURE 

August 6. 1953. 

In the matters of Northern Natural 
Gas Company, Docket Nos. G-2063 and 
G-2125; Independent Natural Gas Com¬ 
pany, Docket Nos. G-2124 and G-2140; 
El Paso Natural Gas Company, Docket 
No. G-2126. 

Notice is hereby given that on August 
4. 1953. the Federal Power Commission 
issued its order adopted July 29, 1953, 
in the above-entitled matters, severing 
proceedings in Docket Nos. G-2124, 
G-2125, G-2126, and G-2140 from Docket 
No. G-2063, and omitting intermediate 
decision procedure in Docket Nos. 
G-2124, G-2125, and G-2126. 

[seal] Leon M. Fuquay, 

Secretary. 

[F. R. Doc. 53-7100; Filed. Aug. 12. 1953; 
8:46 a. m.J 


[Project No. 2097J 
Namekagon Hydro Co. 

NOTICE OF OPINION NO. 257 AND ORDER 
DENYING APPLICATION FOR LICENSE 

August 7, 1953. 

Notice is hereby given that on July 30, 
1953, the Federal Power Commission is¬ 
sued its opinion and order adopted July 
29, 1953, denying application for license 
in the above-entitled matter. 

[seal] Leon M. Fuquay. 

Secretary. 

[F. R. Doc. 53-7111; Filed. Aug. 12, 1953; 
8:49 a. m.J 


[Docket No. 0-2156] 

Hope Natural Gas Co. 

NOTICE OF FINDINGS AND ORDER 

August 6. 1953. 

Notice is hereby given that on July 27, 
1953, the Federal Power Commission is¬ 
sued its order adopted July 24, 1953, is¬ 
suing a certificate of public convenience 
and necessity in the above-entitled 
matter. 

[seal] Leon M. Fuquay, 

Secretary . 

[F. R. Doc. 53-7112; Filed. Aug. 12. 1953; 
8:49 a. m.J 


[Docket Nos. G-2164. 0-21881 

City of Austell, Ga. and City of 
Fayette, Ala. 

ORDER CONSOLIDATING PROCEEDINGS 
AND FIXING DATE OF HEARING 

On April 29. 1953, City of Austell, 
Georgia (Applicant), filed an applica¬ 
tion, pursuant to section 7 (a) of the 
Natural Gas Act, for an order of the 


Commission directing Southern Natural 
Gas Company (Southern Natural) to es¬ 
tablish physical connection of the latter’s 
transmission facilities with facilities 
proposed to be constructed by Applicant, 
and to sell and deliver a natural gas sup¬ 
ply to Applicant for local distribution 
within Austell and adjacent communi¬ 
ties. 

Southern Natural has been served with 
a copy of the application and has made 
no objections or reply thereto. Public 
notice of the application has been given, 
including publication in the Federal 
Register on May 19,1953 (18 F. R. 2890). 

On June 15. 1953, City of Fayette, Ala¬ 
bama (Applicant), filed an application, 
pursuant to section 7 (a) of the Natural 
Gas Act. for an order of the Commission 
directing Southern Natural to establish 
physical connection of the latter’s trans¬ 
mission facilities with facilities proposed 
to be constructed by Applicant, and to 
sell and deliver a natural gas supply to 
Applicant for local distribution within 
Fayette and to rural customers along 
Applicant’s proposed pipeline route. 

Southern Natural has been served 
with a copy of the application and by 
answer filed July 15. 1953. admits it will 
have sufficient capacity and gas avail¬ 
able to supply Applicant’s stated require¬ 
ments without impairing Southern Nat¬ 
ural’s ability to render adequate service 
to its existing customers and without 
placing an undue burden upon it. Pub¬ 
lic notice of the application has been 
given, including publication in the Fed¬ 
eral Register on July 4, 1953 (18 F. R. 
3919). 

The Commission finds: It would be In 
the public interest and it is necessary and 
appropriate to carry out the provisions 
of the Natural Gas Act that these pro¬ 
ceedings be consolidated for purpose of 
hearing. 

The Commission orders: 

(A) The proceedings at Docket Nos. 
G-2164 and G-2188 be and the same 
are hereby consolidated for purpose of 
hearing. 

(B) Pursuant to the authority con¬ 
tained in and subject to the jurisdiction 
conferred upon the Federal Power Com¬ 
mission by sections 7, 15 and 16 of the 
Natural Gas Act, and the Commission’s 
rules of practice and procedure, a public 
hearing be held commencing on August 
20, 1953 at 10:00 a. m., e. d. s. t., in the 
Hearing Room of the Federal Power 
Commission, 441 G Street NW. t Washing¬ 
ton, D. C. concerning the matters in¬ 
volved and the Issues presented by said 
applications. 

(C) Interested State commissions may 
participate as provided by §§ 1.8 and 1.37 
(f) (18 CFR 1.8 and 1.37 (f)) of the 
Commission’s rules of practice and pro¬ 
cedure. 

Adopted: August 5, 1953. 

Issued: August 7. 1953. 

By the Commission. 

[seal] Leon M. Fuquay, 

Secretary . 

[F. R. Doc. 53-7101; Filed. Aug. 12, 1953; 

8:47 a, m.J 
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NOTICES 


[Docket No. G-2195] 

Northern Natural Gas Co. 

ORDER FIXING DATE OF HEARING 

On June 22, 1953. Northern Natural 
Gas Company (Applicant) filed an ap¬ 
plication pursuant to section 7 of the 
Natural Gas Act requesting permission 
and approval of the Commission to 
abandon certain facilities located in Iowa 
and Nebraska and heretofore utilized 
by Applicant for the transportation of 
natural-gas for direct industrial sale to 
Omaha Public Power District and Amer¬ 
ican Smelting and Refining Company in 
Omaha. Nebraska. A supplement to the 
said application was filed by Applicant 
on July 10, 1953. The application as 
supplemented is on file with the Com¬ 
mission and open to public inspection. 

Applicant has requested that its ap¬ 
plication be heard under the shortened 
procedure provided by § 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s rules 
of practice and procedure. Notice of the 
filing of the application has been given 
including publication in the Federal 
Register on August 1. 1953 (18 F. R. 
4528). Such notice provides that pro¬ 
tests or petitions to intervene may be 
filed with the Commission in accordance 
with the rules of practice and procedure 
on or before August 17, 1953. 

The Commission finds: 

(1) The proceeding appropriately may 
be disposed of under the provisions of 
§ 1.32 (b) of the Commission’s rules of 
practice and procedure provided no pro¬ 
test or petition to intervene raising an 
issue of substance is filed on or before 
August 17. 1953. 

(2) Good cause exists for fixing the 
date for hearing upon the application 
upon less than fifteen days notice 
thereof. 

The Commission orders: 

(A) Pursuant to the authority con¬ 
tained in and subject to the jurisdiction 
conferred upon the Federal Power Com¬ 
mission by sections 7 and 15 of the 
Natural Gas Act and the Commission’s 
rules of practice and procedure, a hear¬ 
ing be held on August 18, 1953, at 9:45 
a. m.. e. d. s. t., in a hearing room of the 
Federal Power Commission, 441 G Street 
NW., Washington, D. C., concerning the 
matters involved and the issues presented 
by such application: Provided, however , 
That in the event no protest or petition 
to intervene is filed on or before August 
17. 1953, the Commission may. after a 
noncontested hearing, forthwith dispose 
of the proceeding pursuant to the pro¬ 
visions of § 1.32 (b) of the Commission’s 
rules of practice and procedure. 

(B) Interested State commissions may 
participate as provided by §§ 1.8 and 1.37 
(f) (18 CFR 1.8 and 1.37 (f)) of the 
said rules of practice and procedure. 

Adopted: August 5, 1953. 

Issued: August 7, 1953. 

By the Commission. 

[seal] Leon M. Fuquay, 

Secretary. 

[P. R. DOC. 53-7102; Filed, Aug. 12. 1953; 

8:47 a. m.J 


[Docket No. G-2196[ 

Southern Natural Gas Co. 

ORDER FIXING DATE OF HEARING 

On June 22, 1953, Southern Natural 
Gas Company (Applicant), a Delaware 
corporation with its principal office at 
the Watts Building, Birmingham, Ala¬ 
bama, filed an application for a certifi¬ 
cate of public convenience and necessity 
pursuant to section 7 of the Natural Gas 
Act, authorizing the construction and 
operation of certain natural-gas trans¬ 
mission facilities, subject to the juris¬ 
diction of the Commission, as described 
in the application on file with the Com¬ 
mission and open to public inspection. 
In the same application Applicant also 
seeks authorization pursuant to section 
7 (b) of the Natural Gas Act to abandon 
certain other facilities as described in the 
application. 

The Commission finds: 

(1) This proceeding is a proper one 
for disposition under the provisions of 
§1.32 (b) (18 CFR 1.32 (b)) of the 
Commission’s rules of practice and pro¬ 
cedure. Applicant having requested that 
its application be heard under the short¬ 
ened procedure provided by the aforesaid 
rule for noncontested proceedings. 

(2) To this date no protest or petition 
in opposition to said application has been 
filed subsequent to the giving of due 
notice of the filing of the application, 
including publication in the Federal 
Register on July 22, 1953 (18 F. R. 4260). 

(3) It is reasonable and in the public 
interest and good cause exists for fixing 
the date of hearing in this proceeding 
less than 15 days after publication of this 
order in the Federal Register. 

The Commission orders: 

(A) Pursuant to the authority con¬ 
tained in and subject to the jurisdiction 
conferred upon the Federal Power Com¬ 
mission by sections 7 and 15 of the Nat¬ 
ural Gas Act, and the Commission’s rules 
of practice and procedure, a hearing be 
held on August 14. 1953, at 9:30 a. m., 
e. d. s. t., in a Hearing Room of the Fed¬ 
eral Power Commission, 441 G Street 
NW., Washington, D. C., concerning the 
matters involved and the issues present¬ 
ed by the application herein. Provided , 
however , That the Commission may, 
after a noncontested hearing dispose of 
the proceeding pursuant to provisions of 
§ 1.32 (b) of the Commission’s rules of 
practice and procedure. 

(B) Interested State commissions 
may participate as provided by §§1.8 
and 1.37 (f) (18 CFR 1.8 and 1.37 <f)> 
of the said rules of practice and pro¬ 
cedure. 

* 

Adopted: August 5, 1953. 

Issued: August 6, 1953. 

By the Commission. 

[seal] Leon M. Fuquay. 

Secretary. 

[P. R. Doc. 53-7117; Piled. Aug. 12, 1953; 

8:50 a. m.J 


[Docket No. G-21971 
Mississippi Valley Gas Co. 
order fixing date of hearing 

On June 22, 1953, Mississippi Valley 
Gas Company (Applicant), a Mississippi 
corporation with its principal place of 
business in Jackson, Mississippi, filed an 
application for a certificate of public 
convenience and necessity pursuant to 
section 7 of the Natural Gas Act, author¬ 
izing the construction and operation of 
certain natural-gas transmission facili¬ 
ties, subject to the Jurisdiction of the 
Commission, as described in the applica¬ 
tion on file with the Commission and 
open to public inspection. 

The Commission finds: 

(1) This proceeding is a proper one 
for disposition under the provisions of 
§ 1.32 <b) (18 CFR 1.32 (b)) of the Com¬ 
mission's rules of practice and procedure, 
Applicant having requested that the ap¬ 
plication be heard under the shortened 
procedure provided by the aforesaid rule 
for noncontested proceedings, and no re¬ 
quest to be heard, protest, or petition 
having been filed subsequent to the giv¬ 
ing of due notice of the filing of the 
application, including publication in the 
Federal Register on July 9, 1953 (18 
F. R. 4037). 

(2) It is reasonable and in the public 
interest and good cause exists for fixing 
the date of hearing in this proceeding 
less than 15 days after publication of 
this order in the Federal Register. 

The Commission orders: 

(A) Pursuant to the authority con¬ 
tained in and subject to the jurisdiction 
conferred upon the Federal Power Com¬ 
mission by sections 7 and 15 of the Nat¬ 
ural Gas Act, and the Commission's rules 
of practice and procedure, a hearing be 
held on August 20, 1953, at 9:30 a. m., 
e. d. s. t., in the Hearing Room of the 
Federal Power Commission, 441 G Street 
NW., Washington, D. C., concerning the 
matters involved and the issues presented 
by the application herein. Provided , 
however , That the Commission may, 
after a noncontested hearing, dispose of 
the proceeding pursuant to provisions of 
§ 1.32 (b) of the Commission’s rules of 
practice and procedure. 

(B) Interested State commissions may 
participate as provided by §§ 1.8 and 1.37 
(f) (18 CFR 1.8 and 1.37 (f)) of the said 
rules of practice and procedure. 

Adopted: August 5,1953. 

Issued : August 7, 1953. 

By the Commission. 

[seal] Leon M. Fuquay, 

Secretary. 

[P. R. Doc. 53-7103; Piled, Aug. 12. 1953; 

8:47 a. m.J 


[Docket No. ID-1142J 
Darwin S. Brown 

notice of order authorizing applicant 
to hold certain positions 

August 6, 1953. 

Notice is hereby given that on August 
3, 1953, the Federal Power Commission 
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FEDERAL REGISTER 


Issued its order adopted July 29. 1953. 
authorizing applicant to hold certain 
positions pursuant to section 305 (b) of 
the Federal Power Act in the above- 
entitled matter. 

[seal] Leon M. Fuquay, 

Secretary. 

[P. R. Doc. 53-7113: Filed. Aug. 12. 1953; 
8:49 a. m.] 


[Projects Nos. 1985, 1986. 19871 
California-Pacific Utilities Co. 
notice of order determining cost and 

PRESCRIBING ACCOUNTING THEREFOR 

August 6, 1953. 

Notice is hereby given that on July 29, 
1953. the Federal Power Commission is¬ 
sued its order adopted July 23, 1953-, 
determining actual legitimate original 
cost and prescribing accounting therefor 
in the above-entitled matter. 

[seal] • Leon M. Fuquay, * 

Secretary. 

IF. R. DOC. 53-7114: Filed, Aug. 12. 1953; 
8:49 a. m.J 


[Project No. 2027J 
Badley Investment Co. 

NOTICE OF ORDER TERMINATING LICENSE 

August 6,1953. 

Notice is hereby given that on August 
5, 1953, the Federal Power Commission 
issued its order adopted July 29. 1953, 
in the above-entitled matter, termi¬ 
nating license (Minor) effective as of 
December 31, 1951. 

[seal] Leon M. Fuquay, 

Secretary. 

[P. R. Doc. 53-7115: Filed. Aug. 12. 1953; 
8:49 a. m.J 


[Project No. 2117] 

South Carolina Public Service 
Authority 

NOTICE OF ORDER ISSUING MINOR-PART 
LICENSE 

August 6,1953. 

Notice is hereby given that on June 12, 
1953. the Federal Power Commission is¬ 
sued its order adopted June 11, 1953, 
issuing minor-part license (Transmis¬ 
sion Line) in the above-entitled matter. 

tsEAL] Leon M. Fuquay, 

Secretary. 

[P. R. Doc. 53-7118; Filed, Aug. 12, 1953; 
8:50 a. m.] 


SECURITIES AND EXCHANGE 
COMMISSION 

[File No. 1-32371 
Adolf Gobel, Inc. 

ORDER POSTPONING DATE OF HEARING 
August 7, 1953. 

The Commission, by order dated July 
21, 1953, instituted proceedings in the 


above-entitled matter under section 19 
(a) (2) of the Securities Exchange Act 
of 1934 and an investigation under sec¬ 
tion 21 (a) and (b) of said act and or¬ 
dered a public hearing with respect to 
the matters specified in said order to be 
held at 10:00 a. m., e. d. s. t., on August 
10, 1953, at the Regional Office of the 
Securities and Exchange Commission, 42 
Broadway, New York 4, New York. 

It now appears to the Commission that 
James Rosen has been appointed Tem¬ 
porary Receiver for Adolf Gobel, Inc., in 
proceedings, pending in the District 
Court of the United States for the Dis¬ 
trict of New Jersey, for the reorganiza¬ 
tion of the corporation under Chapter X 
of the Bankruptcy Act as amended. 

Said Temporary Receiver has re¬ 
quested a postponement of the date for 
hearing in this proceeding and has ad¬ 
vised the Commission that a Trustee 
may be appointed for the debtor in the 
week commencing August 9. 1953. The 
Commission being duly informed in the 
premises deems it appropriate under the 
circumstances to postpone the date of 
the commencement of the hearing for 
one w r eek; and. 

It is ordered. That the hearing set for 
August 10.1953, at 10:00 a. m. be and the 
same is hereby postponed to August 17, 
1953, at 10:00 a. m.; and, 

It is further ordered , That this 
amended order shall be served on Adolf 
Gobel, Inc., and Anthony DeAngelis, and 
this amended order, together with the 
original order in this matter shall be 
served on James Rosen, Receiver, Adolf 
Gobel, Inc., Hudson Dispatch Building, 
400 Thirty-eighth Street, Union City, 
New Jersey. Such service shall be made 
personally or by registered mail forth¬ 
with and this amended order shall be 
published in the Federal Register. 

By the Commission. 

[SEAL] ORVAL L. DUBOIS, 

Secretary. 

[F. R. Doc. 53-7106; Filed, Aug. 12. 1953; 

8:48 a. m.J 


[File Nos. 54-54, 59-50, 70-559] 
Northern States Power Co. el al. 

SUPPLEMENTAL ORDER REVISING FEE 

August 6, 1953. 

In the matter of Northern States 
Power Company, Delaware, File No. 
54-54; Northern States Power Company, 
Minnesota, File No. 70-559; Northern 
States Power Company, Delaware, and 
each of its subsidiaries. File No. 59-50. 

The Commission by orders entered 
herein on December 21, 1950, April 8, 
1952, and May 15, 1952 (Holding Com¬ 
pany Act Releases Nos. 10305, 11145 and 
Modifying Order), having approved the 
allowance to Sullivan & Worcester of a 
fee of $15,000 and expenses of $2,014.21 
for their legal services as counsel to 
Cameron Biewend, Class A stockholder 
of Northern States Power Company 
(Delaware) in the proceedings for the 
reorganization of the Northern States 
Power Company holding company sys¬ 
tem pursuant to section 11 (e) of the 
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Public Utility Holding Company Act of 
1935; and 

The United States District Court for 
the District of Minnesota (Fourth Divi¬ 
sion) , in proceedings for the enforcement 
of said fee orders (Civil Action No. 2673 
of said Court), by opinion entered on 
January 12, 1953 and order pursuant 
thereto, having revised the amount of 
said fee allowance to $20,000; and 

Sullivan and Worcester, in order to 
avoid litigation, having indicated their 
willingness to accept a compromise fee 
in the sum of $17,500 and the Commis¬ 
sion, being of the opinion that under the 
circumstances such sum would be fair 
and equitable, having authorized coun¬ 
sel to enter into a stipulation to that 
effect, and said stipulation having been 
approved by the Court, and the Court 
having amended its order accordingly. 

It is ordered. That the aggregate 
amount of the fee allowances to said 
Sullivan & Worcester for their legal 
services herein be, and the same hereby 
is, revised to read $17,500. 

By the Commission. 

[seal] Orvil L. DuBois, 

Secretary. 

[F. R. Doc. 53-7105: Filed, Aug. 12, 1953; 

8:48 a. m.| 


[File No. 70-30941 

Columbia Gas System, Inc., and Natural 
Gas Co. of West Virginia 

order authorizing sale of securities by 

SUBSIDIARY TO HOLDING COMPANY 

August 7, 1953. 

The Columbia Gas System, Inc. 
(“Columbia"), a registered holding com¬ 
pany, and its wholly owned subsidiary 
Natural Gas Company of West Virginia 
(“Natural Gas"), a West Virginia cprpo- 
ration doing a public-utility business in 
the State of Ohio, having filed with this 
Commission a joint application and an 
amendment thereto, designating sections 
6 (b), 9 and 10 of the Public Utility 
Holding Company Act of 1935 (“the 
act") as applicable to the proposed 
transactions, wherein the applicants 
propose that Natural Gas shall raise the 
funds necessary to complete the financ¬ 
ing of its 1953 construction program by 
issuing and selling to Columbia (a) up 
to 3,500 shares of Natural Gas' common 
stock at the par value of $100 per share, 
and (b) thereafter, but not later than 
March 31, 1954, up to $350,000 principal 
amount of its Installment Promissory 
Notes, payable in equal annual install¬ 
ments from 1955 to 1979, inclusive, with 
interest at the rate of 4 percent per 
annum or such lower rate, being a 
multiple of Vs of 1 percent, as shall be 
not less than the cost of money to Co¬ 
lumbia on its next sale of Debentures; 
and 

Due notice of the filing of the appli¬ 
cation having been given, and a hearing 
not having been requested of or ordered 
by the Commission; and 

It appearing to the Commission that 
section 7 of the act is applicable to the 
proposed issue and sale of securities by 
Natural Gas; and 
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NOTICES 


The Commission finding that the ap¬ 
plicable provisions of the act and the 
rules thereunder are satisfied and that 
no adverse findings are necessary, and 
deeming it appropriate in the public in¬ 
terest and in the interest of investors 
and consumers that the application- 
declaration as amended be granted and 
permitted to become effective forthwith: 

It is ordered , Pursuant to Rule U-23 
and the applicable provisions of the act, 
that said application-declaration as 
amended be and hereby is granted and 
permitted to become effective forthwith, 
subject to the terms and conditions pre¬ 
scribed in Rule U-24. 

By the Commission. 

[seal] Orval L. DuBois, 

Secretary. 
Aug. 12, 1953: 


[P. R. Doc. 


53-7104: Filed. 
8:47 a. m.l 


INTERSTATE COMMERCE 
COMMISSION 

[4th Sec. Application 283451 

Cotton From New Mexico to Oklahoma 
and Arkansas 

application for relief 

August 7. 1953. 

The Commission is in receipt of the 
above-entitled and numbered applica¬ 
tion for relief from the long-and-short- 
haul provision of section 4 (1) of the 
Interstate Commerce Act. 

Filed by: F. C. Kratzmeir, Agent, for 
carriers parties to schedule listed below. 

Commodities involved: Cotton, in 
carloads. 

From: Points in New Mexico. 

To: Sand Springs and Guthrie, Okla., 
Little Rock, Malvern. North Little Rock, 
Monticello, and Morrilton, Ark. 

Grounds for relief: Competition with 
rail carriers, circuitous routes, to apply 
rates constructed on the basis of the 
short-line distance formula. 

Schedules filed containing proposed 
rates; F. C. Kratzmeir, Agent, I. C. C. 
No. 4014, supp. 17. 

Any interested person desiring the 
Commission to hold a hearing upon such 
application shall request the Commission 
in writing so to do within 15 days from 
the date of this notice. As provided by 
the general rules of practice of the Com¬ 
mission, Rule 73, persons other than ap¬ 
plicants should fairly disclose their inter¬ 
est, and the position they intend to take 
at the hearing with respect to the appli¬ 
cation. Otherwise the Commission, in 
its discretion, may proceed to investigate 
and determine the matters involved in 
such application without further or for¬ 
mal hearing. If because of an emer¬ 
gency a grant of temporary relief is 


[4th Sec. Application 283461 

Automobiles From Evansville, Ind., to 
Southern Territory 

application for relief 

August 10,1953. 

The Commission is in receipt of the 
above-entitled and numbered applica¬ 
tion for relief from the long-and-short- 
haul provision of section 4 (1) of the 
Interstate Commerce Act. 

Filed by: R. E. Boyle, Jr., Agent, for 
carriers parties to schedule listed below. 

Commodities involved: Automobiles, 
passenger, new, carloads. 

From: Evansville, Ind. 

To: Points in Alabama, Georgia. Lou¬ 
isiana (east of the Mississippi River), 
Mississippi, Florida, Kentucky, and 
Tennessee. 

Grounds for relief: Competition with 
rail carriers, circuitous routes. 

Schedules filed containing proposed 
rates: C. A. Spaninger, Agent, tariff 
L C. C. No. 1118, supp. 63. 

Any interested person desiring the 
Commission to hold a hearing upon such 
application shall request the Commis¬ 
sion in writing so to do within 15 days 
from the date of this notice. As pro¬ 
vided by the general rules of practice 
of the Commission, Rule 73, persons 
other than applicants should fairly dis¬ 
close their interest, and the position 
they intend to take at the hearing with 
respect to the application. Otherwise 
the Commission, in its discretion, may 
proceed to investigate and determine 
the matters involved in such application 
without further or formal hearing. If 
because of an emergency a grant of tem¬ 
porary relief is found to be necessary 
before the expiration of the 15-day pe¬ 
riod. a hearing, upon a request filed 
within that period, may be held subse¬ 
quently. 


By the Commission. 
[seal] 


George W. Laird, 
Acting Secretary. 


[F. R. Doc. 53-7118: Filed, 
8:50 a. m.] 


Aug. 12, 1953; 


[4th Sec. Application 283471 

Moulding Sand From Alabama to Swan 
and Tyler, Tex. 

application for relief 

August 10. 1953. 

The Commission is in receipt of the 
above-entitled and numbered applica¬ 
tion for relief from the long-and-short- 
haul provision of section 4 (1) of the 
Interstate Commerce Act. 

Filed by: F. C. Kratzmeir, Agent, for 
found to be necessary before the expira- ) carriers parties to schedule listed below, 
tion of the 15-day period, a hearing, upon Commodities involved: Moulding 

a request filed within that period, may be ) sand, carloads. 


held subsequently. 

By the Commis s ion. 

[seal] George W. Laird, 

Acting Secretary. 

[F. R. Doc. 53-7088: Filed, Aug. 11. 1953; 
8:50 a. m.) 


From: Points in Alabama. 

To: Swan and Tyler, Tex. 

Grounds for relief: Competition with 
rail carriers, circuitous routes, to apply 
rates constructed on the basis of the 
short-line distance formula, additional 
routes. 


Schedules filed containing proposed 
rates: F. C. Kratzmeir, Agent, I. C. C. No. 
3736, supp. 228. 

Any interested person desiring the 
Commission to hold a hearing upon such 
application shall request the Commis¬ 
sion in writing so to do within 15 days 
from the date of this notice. As pro¬ 
vided by the general rules of practice of 
the Commission, Rule 73, persons other 
than applicants should fairly disclose 
their interest, and the position they in¬ 
tend to take at the hearing with respect 
to the application. Otherwise the Com¬ 
mission. in its discretion, may proceed 
to investigate and determine the matters 
involved in such application without 
further or formal hearing. If because 
of an emergency a grant of temporary 
relief is found to be necessary before the 
expiration of the 15-day period, a hear¬ 
ing. upon a request filed within that 
period, may be held subsequently. 

By the Commission. 

[seal] George W. Laird, 

Acting Secretary. 

[F. R. Doc. 53-7119; Filed. Aug. 12, 1953; 

8:50 a. m.| 


[4th Sec. Application 28348] 

Urea From South Point, Ohio, to 

CONSHOHOCKEN, PA. 

APPLICATION FOR RELIEF 

August 10, 1953. 

The Commission is in receipt of the 
above-entitled and numbered application 
for relief from the long-and-short-haul 
provision of section 4 (1) of the Inter¬ 
state Commerce Act. 

Filed by: H. R. Hinsch, Alternate 
Agent, for carriers parties to Agent L C. 
Schuldt’s tariff I. C. C. No. 4542, pursu¬ 
ant to fourth-section order No. 17220. 

Commodities involved: Urea, in car¬ 
loads. 

From: South Point. Ohio. 

To: Conshohocken, Pa. 

Grounds for relief: Competition with 
rail carriers, circuitous routes. 

Any interested person desiring the 
Commission to hold a hearing upon such 
application shall request the Commission 
in writing so to do within 15 days from 
the date of this notice. As provided by 
the general rules of practice of the Com¬ 
mission, Rule 73, persons other than ap¬ 
plicants should fairly disclose their in¬ 
terest, and the position they intend to 
take at the hearing with respect to the 
application. Otherwise the Commission, 
in its discretion, may proceed to investi¬ 
gate and determine the matters involved 
in such application without further or 
formal hearing. If because of an emer¬ 
gency a grant of temporary relief is 
found to be necessary before the expira¬ 
tion of the 15-day period, a hearing, 
upon a request filed within that period, 
may be held subsequently. 

By the Commission. 

[seal] George W. Laird, 

Acting Secretary. 

IF. R. Doc. 63-7120; Filed, Aug. 12, 1953; 

8:50 a. in.] 
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[4th Sec. Application 28349] 

Magazines and Periodicals Prom Chi¬ 
cago, III., to Norfolk, Newport News, 
and Richmond, Va. 

APPLICATION FOR RELIEF 

August 10, 1953. 

The Commission is in receipt of the 
above-entitled and numbered applica¬ 
tion for relief from the long-and-short- 
haul provision of section 4 (1) of the 
Interstate Commerce Act. 

Piled by: H. R. Hinsch, Alternate 
Agent, for carriers parties to Agent L. C. 
Schuldt’s tariff I. C. C. No. 4542, pursu¬ 
ant to fourth-section order No. 17220. 


FEDERAL REGISTER 

Commodities involved: Magazines and 
periodicals, also parts or sections there¬ 
of. and newspaper supplements, car¬ 
loads. 

Prom: Chicago, HI. 

To: Norfolk, Newport News, and Rich¬ 
mond, Va. 

Grounds for relief: Competition with 
rail carriers, circuitous routes. 

Any interested person desiring the 
Commission to hold a hearing upon such 
application shall request the Commis¬ 
sion in writing so to do within 15 days 
from the date of this notice. As pro¬ 
vided by the general rules of practice of 
the Commission, Rule 73. persons other 
than applicants should fairly disclose 


4845 

their interest, and the position they in¬ 
tend to take at the hearing with respect 
to the application. Otherwise the Com¬ 
mission. in its discretion, may proceed 
to investigate and determine the matters 
involved in such application without 
further or formal hearing. If because 
of an emergency a grant of temporary 
relief is found to be necessary before 
the expiration of the 15-day period, a 
hearing, upon a request filed within that 
period, may be held subsequently. 

By the Commission. 

[seal] George W. Laird, 

Acting Secretary . 

[P. R. Doc. 53-7121; Piled. Aug. 12, 1953; 

8:51 a. m.J 













